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i= CENTURIES ago Voltaire said, “He who 
makes two blades of grass grow in place of 
one renders a service to the State.” The job 
of Standard Oil Company (New Jersey) and 
its affiliates is something like that — to pro- 
duce oil where none was produced before and, 
by so doing, to create wealth for everybody. 


How well have we been doing this job? 
Our Annual Report for 1954, which has just 
been sent to the 300,000 shareholders who 
own Jersey Standard, tells about it. 


It tells how wealth was created by extend- 
ing known oil fields . . . And by discovery of 
new ones . . . By converting crude oil, itself 
of little value, into hundreds of useful prod- 
ucts .. . By moving petroleum products from 
where they were made to where they were 
needed. 


All these things helped the people and 
strengthened the nations where we do 
business. 


Some highlights of these activities, drawn 


from the Annual Report, are set forth here 
as a matter of public information. 


STANDARD OIL COMPANY 


1. During 1954, the free world used 
more oil than ever before. And oil is 
energy, which is basic to the world’s 
progress. 


2. To meet these needs, our affiliates 
produced and refined more oil than 
ever before in the Company’s history. 
But additions to oil reserves were 
greater than the oil used. 


3. We had vigorous competition every- 
where. There is nothing like competi- 
tion to bring you better products and 
service. 


4. 1954 was our top year in sales, 
earnings, and dividends paid to owners. 


5. During the year, we spent 764 mil- 
lion dollars for new equipment and 
for exploration. Since World War Il, 
we have spent 5 billion dollars for the 
means to meet your future oil needs. 


6. Research was productive. Our re- 
search affiliate obtained more patents 
on products and processes than any 
other oil company. In Linden, N. J., 
the first atomic laboratory in the oil 
industry is being built to study the uses 
of radiation in oil refining. 








7. Current developments in atomic 
energy will mean greater availability 
of electric power: increased mechan- 
ization, expanded industry, and greater 
use of petroleum products. The oil 
business will gain, and you will have 
the benefits of both kinds of energy. 
8. We played an important part in 
arranging to return Iran’s oil to world 
markets. 


9. A world’s safety record for major 
refineries was set by Esso employees 
at Baton Rouge, La....7,911,769 man- 
hours with no disabling injury. This 
passed the previous record by more 
than a million man-hours. 


10. We have long supported education 
through our taxes. We have also felt 
an obligation to aid privately supported 
colleges and universities, which are an 
important source of new cmployees 
and of informed citizens. During 1954, 
we contributed about a million dollars 
to such institutions. 


If you wish a copy of the full Report 
for 1954, write to Standard Oil Com- 
pany (New Jersey), Room 1626, 30 
Rockefeller Plaza, New York 20, N.Y. 


(NEW JERSEY) 


AND AFFILIATED COMPANIES 


an 





emo: 
utua 
idelig 
refer: 
oody 
lrade 


TURE 
\ewsor 
ar Tr 
Trust C 
Conn 
396; 
Arka 
IV Tri 














Audi 


Publ 


Subse: 
Fo 


Trusts 
tadorsi 


Entere 


May 











) 








RUSTS 
Estat ES 


MAY 1955 


FOUNDED 1904 
VoL. 94, No. 5 





-— 





— 





ommercial-Trust Relations 
Complementary and conflicting interests appraised 


laveat Fiduciary 


Trust Statements to 





tate Planning in Action 
First national estate planning council sets pattern 


fharitable Gifts in Estate Planning 


Making most effective use of tax deductions 


frust Business in 1954 — Part III 


emos of the Month 
utual Fund Index 


ARTICLES 


state Planning under the New Code 
Some drafting suggestions 


Hidden tort and contract liabilities 


Beneficiaries 


Survey of current practices leads to model form 


PROFESSIONAL INVESTORS DIGEST 


idelights on Institutional Investment 


lrade Winds: The 


lewsorama 
f Trust Meeting 


396; Virginia 398; 
Arkansas 439 
IV Trust Fund 


Preferred Stocks in Common Trust Funds 
Moody’s Investors Yield Tables 


Rubber Industry 


(URRENT EVENTS 


tust Conference Highlights: 
Connecticut 384; Illinois 396; Indiana 


Louisiana 402; 


ieisid einai Mjlsonunoniseheaictn Staff Report 380 
eee ee aay eee George C. Barclay 385 
Flite William A. Sutherland 388 
George T. Cronin 392 
id iichatelaenbaniiananten George H. Arnold 403 
id aacestiadaind teak tiene Frank L. Mallory 434 
desiihilcmibtecset abiiitiinliiadiniaaiinisdsia Survey 444 
ates abled secisbh en Eee fone atanlsbsiammidanbencineet 411 
Beha cht lac aih ami cseeconpetntneteseuaaanc eters 416 
EE CCE PTR NE Oe rere 419 
Kenn enldiamnipeniiaandvenen Survey 423 
Ee ee ee RE ee er ee 426 
hhindinsscentets Frederick E. Kuhlken 427 
DEPARTMENTS 
RII I ioe bok case csciensscaserninscnne 408 
Trust Personnel Changes .....................-.- 437 
eS ye rere nnn 440 
On the Publicity Front .......................... 441 
Whore Theres A Will .....:.......-.-.--.-55.-.. 448 
DT Ta ao ssa ccna ences 449 
RN I aionbcsiciacscconnnesecscmndzainen 451 
Poederal Tak PIGtON «.. 2225.08 ccscscncc tee 452 
TROCCRIE TOI naan asses ccsetaccccasccnsnte 455 














CHRISTIAN C. LUHNOW 







ILLIAM M. BRADNER 
THOMAS L. FREDERICK 


?. M. JOHNSON 


Member of the 


Subscription: $5.00 a 


Audit Bureau of Circulations 


.. Editor & Publisher 
Managing Editor 
.... Associate Editor 
.... Associate Editor 
Business Manager 
Editorial Secretary 
Circulation Manager 


8. J. FOOSANER .... Contributing Tax Editor 


Published monthly and copyright 1955 by 
FIDUCIARY PUBLISHERS, INC. 

50 East 42nd St. 

Vanderbilt 6-0310 


» New York 17 


year; Canada $5.50; 


Foreign $6.00; Single Copies 75 cents. 
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§"dorsing the views advocated in signed articles. 


Cover Picture . . . Battak village near Lake 
Toba, Sumatra, south of the large rubber 
estates . . . Until 1876 most rubber came 
from the jungles of South America. Then 
Englishman Henry A. Wickham collected 
70,000 seeds, shipped them to Ceylon. 
Thence seeds went to the East Indies. 
Plantations have been the main source of 
natural rubber since 1916... The fall of 
Singapore in World War II cut off the West 
from 95% of its rubber supply. Rubber 
companies joined with oil, chemical and 
government leaders to create the multi-mil- 
lion dollar synthetic rubber industry. By 1945 
sixty plants had been built to produce raw 
materials and synthetics . . . America’s 1,000 
rubber companies, owned by 250,000 stock- 
holders, maintain a $5 billion annual busi- 
ness and Americans consume 50% of the 
world’s natural and synthetic rubber. Most 
rapid growth in the industry is in the new 
fields of the plastics, chemicals, textiles and 
synthetics. 

—Photo from Ewing Galloway, New York 
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COIN COLLECTIONS 


Bought and Sold 


Collections catalogued and sold at 
public auction—sales held regularly. 
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Safeways Stor 
5 td 


SALES $1,813,516,636 $1,751,819,708 


Income from dividends, 
interest and other sources 226,002 283,199 


Cost of merchandise—paid out 
to farmers and other suppliers 
of goods and expended for 





Pr ogress 


Report 1954 | 





Quick Facts: 


Safeway set a new sales record in 1954. Total net 
sales showed an increase of $61,696,928 over 
1953. 

Due to the Company’s decision to meet trading 
stamp competition head-on throughout its operat- 
ing territory, net profit was slightly less than 
earned in 1953. 

All of the Company's 4Y%% Convertible Pre- 
ferred Stock was called for redemption April 1, 
1954. All outstanding Convertible Preferred was 


manufacturing and warehousing 1,531,502,208 1,484,147,500 converted into common stock. 


sand anasetting ent este ' April 21, the Company issued and sold 267,000 
dealin rine ms ae " a ag : shares of new 4.30% Convertible Preferred Stock. 
es Proceeds from the sale were applied on short term 


and provision for income 
r 7 253,410,675 bank loans. 
and excess profits taxes 10, Uninterrupted cash dividends have been paid 


268,256,659 
NET INCOME [1390771 14,544,732 on all outstanding shares of Safeway’s common 


: and preferred stocks since the Company's incor- 
Dividends to preferred : poration in 1926. 
stockholders 1,914,418 : 1954 was impressive from the standpoint of 
B Safeway’s construction program. 44 new retail 
stores, 39 in the United States and 5 in Canada 
were completed. 

74. retail stores were under construction and 
should be completed by July, 1955. Plans and 
specifications were prepared or in the process 0 
preparation for 94 retail stores. These stores 
should be in operation before the end of 1955. 

Excellent relations existed between Safeway, its 
employees and their union representatives during 
1954. No serious labor controversies or work stop- 


stockholders 8,336,264 7,090,914 
pages took place during the year and none existed 
at the year end. 


Dividends per share to common ble 
stockholders 2.40 ; , ; 
Liberal group insurance. retirement and profit- 
Number of new stores opened sharing programs are available to Safeway em- 
during the year : ployees. 


Number of stores closed Finger =>. ty pede 


during the year 83 e 
President 


Net Profit applicable to 
common stock 12,068,374 12,630,314 


NET PROFIT PER SHARE OF 

COMMON STOCK based on 

average number of shares 
outstanding during the year 4.31 


Dividends to common 





* Number of stores in operation 
at end of year 
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DO-IT-YOURSELF FASHION COMES TO ESTATE 


| PLANNING : A new technique in business con- 
‘ferences, that lets the entire audience 
‘participate in solution of-the problems 


presented by speakers, panels or playlets 


iwas introduced at the recent National 
‘Estate Planning Institute meeting in Des 


Moines. Working in groups comprising the 
four professional areas of estate plan- 


‘ning, the audience tackled the "case" in 


away that proved the efficacy and cama- 


'raderie of this method of cooperation, and 


the high degree of skill possessed by mod- 


'ern probate attorney, life underwriter, 
trust officer and accountant in planning 


that protects family, social and business 


welfare. Report at p. 380. 


ATOMS FOR PEACE-USE PROMISE A REVOLU- 


| TION in industrial and social life as far- 
Teaching as the steam engine, electricity 
» and other components that brought the In- 
/dustrial Revolution of the 19th century. 

| How it will change the wide variety of in- 
'dustries that will be affected is a matter 
'for day-by-day study of developments by 

' experts in science, business and finance. 

| With the vast capital investment at stake 


in present type of power-making facilities 
and power-conversion products, and the 
horde of money-seeking groups of varying 
qualifications that can be anticipated as 
appealing to the public, the role of the 
professional investor becomes of the 
greatest importance. One of the leading 
manufacturers of reactors has already cau- 
tioned against expectations of get-rich- 
quick profits, pointing out that large 

sums will have to be spent in research, 
retooling and building before net earnings 
and dividends result. Like tiny germs that 
Produce illness or health, the infinitis- 
mal atom can make or break a fortune or 

a2 industry. 


$180,000,000 WORTH OF PREFERRED STOCKS 
are held by common trust funds which had 
been established long enough to make an 
aunual report in 1954. A net gain of 35 
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issues since the preceding year brought 
the total list up to 556. Among the dis- 
cretionary-type funds 110 held preferred 
stock totaling $142,771,523 or 13% of 
their combined portfolios. For further 
details see page 423. 


SOMETHING NEW FOR THE KIDDIES — STOCKS: 
Georgia became the first state to enact, 
early in March, legislation which permits 
registration of securities in the parental 
name as guardian of the minor, and subse- 
quent sale, if desired. Previous techni- 
calities deterred stock gifts to minors. 
For details see page 402. 


ADVANCES IN MACHINERY AND TECHNOLOGY, 
financed by heavy capital investment, are 
the main causes of the prodigious increase 
in man-hour productivity, according to the 
comprehensive survey "America's Needs and 
Resources" just published by Twentieth 
Century Fund. A mid-century "stock-taking 
of our economic picture," directed by Dr. 
J. Frederick Dewhurst, the Survey con- 
cludes that Technology “is America's 
primary resource" and Automation "holds 
the greatest promise." Our record $368 
billion gross national product of 1953, 
again being approached even with a $14 
billion drop in government spending, is 
not attributed by the study to harder or 
more skillful work, but to increased output 
of better machines and know-how....While 
conservative economists are concerned over 
continuing record consumer buying — more 
and more on credit — the Fund study con- 
templates a GNP of $414 billion by 1960, 
considering present dollar value and peace- 
time economy, and notes new productive and 
buying heights being attained "at an ac- 
celerated rate." 


GUARANTEED ANNUAL AND HIGHER MINIMUM 
WAGES, added to pay rates and fringe bene- 
fits set in boom production times like the 
present, will not make a pretty profit pic- 
ture when sales decline, as well they may 
with higher prices resulting from ever- 
increasing labor demands. Either the 
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Alexander in The Philadelphia Bulletin 
“Apostles of free enterprise.” 





public will buy fewer automobiles if the 
price rises substantially, or have less to 
Spend on other goods, since they, as not- 
so-privileged workers, as stockholders and 
as taxpayers (for higher-cost social 
legislation) will pay the freight on the 
52-week work-or-not guaranteed wage and 
other fringe demands....Record sales in 
autos and steel, to the extent they are 
Stockpiling against anticipated strikes 
and price increases, would further dry 

up the future market. Yet the U.A.W.'S 
Strike fund of $25,000,000 (which can be 
built up in six months with the new $7.50 
a month dues from half a million members) 
indicates that GAW will be fought to a 
literal standstill or added to the manu- 
facturers' costs and prices....Some solu- 
tion or alternative that will protect the 
rest of the public against the perennially 
increased demands of militant unions must 
be found. Guaranteed annual sales and 
dividends — and prices — are as unfeasible 
as GAW, but there may be ground for com- 
promise on the same basis as in finance, 
where the debt and preferred stock portion 
of capitalization is "guaranteed" a set 
return — as long as the company is solvent. 


LEGISLATIVE ROUND-UP: Of local applica- 
tion but national interest are a number of 
laws adopted by 1955 legislatures. Colo- 
rado and Georgia now permit securities to 
be given to a minor; Maine has joined the 
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list of states permitting corporate fidu- 
ciaries to register securities in the name 
of a nominee; Nevada, New Mexico and 
Wyoming are added to the roster of States 
with common trust fund enabling acts, 
leaving only five outside the fold; North 
Carolina has attempted to legislate a line § 
of demarcation between permitted activi- 
ties of trust institutions and the un- 
authorized practice of law; Tennessee and 
West Virginia have adopted specific rules 
on the right of out-of-state banks to 
serve as fiduciary for residents; Texas 
has a new Probate Code; Washington has 
gotten around to barring murderers from 
Sharing in the estate of their victims; 
Arkansas and West Virginia have swung to 
the prudent man rule of trust investment, 
the latter limited to 35% of the fund; 
South Dakota and Washington have exempted 
pension and other employee benefit plans 
from the rule against perpetuities. See 
page 449 for details on these and other 
measures. 


BANK FIDUCIARY FUND, INC. GOT OFF TO A 
ROUSING START with initial day (April 29th) 
participations of $1,067,800 from over 30 
accounts in 16 banks. This pioneering 
legal investment fund has accepted the lov 
bid of the Hanover Bank, New York City, to 
act aS investment manager and custodian. 
Details on page 431. 


THE SEA IS A GREAT NEW FRONTIER that can 
be producing great quantities of food for 
animals as well as for humans, chemicals 
and minerals, and water for irrigation and 
household. A recent article in the Rich- 
mond Times-Dispatch points out that a 
cubic mile of sea-water contains 117 mil- 
lion tons of salt, a total of 10 million 
tons of magnesium and potash, thousands of 
tons each of bromine, borate, iodine, 
even iron, copper and uranium. Ocean- 
ographers foresee the time when the ocean 
floor will be mined, when new methods of 
fish-finding and harvesting by sonar and 
electric fields will replace those used 
almost without change for 2,000 years. 

An acre of sea, they point out, grows al- 
most three times as much plant and animal 
food as an acre of land and contains all 
elements required by any form of life. 
++e-eSeveral processes have developed freshf 
from salt-water, such as ion-exchange mem-f 
brane, which segregate the two on each side 
of an electrolized plastic sheet. Dr. 
James Conant projects commercially profit- 
able extraction in about thirty years, but) 
scientists admit "a bright idea" from 
research could bring it in short order. 
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This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends 
and Interest 


Handling of Security 


Maintenance of Complete Estate, 
Trust and Income Tax Records 


Real Estate Management and 


Sales and Purchases Mortgage Servicing 


Stock Transfers Depositary under Court Order 


You are cordially invited to write Personal Trust Division, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 
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BANKERS TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 
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The First 


NATIONAL ESTATE PLANNING COUNCIL 


Experimental Program Sets Top Precedent 


EN IOWA ORGANIZATIONS” WERE 

host on April 18-19 to the exactly 
two hundred registrants who were fore- 
sighted and lucky enough to participate 
in the National Estate Planning Insti- 
tute meetings in Des Moines. Enlarging 
on a highly successful technique used 
by the Des Moines Estate Planning 
Council in 1952/3, and recognizing the 
effectiveness of the presentation written 
by Paul Sargent for the Boston Council 
in April 1952, a cast of ten Iowans and 
three out-of-state authorities put on a 
star performance that would do credit 
to Broadway. 


An unusual and pertinent talk on 
“The Biology of Cooperation” by Dr. 
George C. Huff, acting Dean of Liberal 
Arts at Drake University, set the theme 
for the two-day business-drama work- 
shop that packed every minute with 
facts, figures and fancies. Dr. Huff 
pointed out that, all life is simply a 
process of survival and construction 
based on development of sets of tools, 
from the beaver’s teeth or bee’s extract- 
ing apparatus to man’s use of hand-tools 
and brain communications. The two 
laws of nature: care of self and prepa- 
ration and care of next generation, are 
the same for economic and social man, 
whose highly developed facilities for 
self-advancement would come to a dead- 
end unless they have significance for the 
future. Biological laws require coopera- 
tion for both these ends, from the hive 
to the nation. 


As a relief from the traditional pro- 
cession of solo speakers or question-and- 
answer panels, the two skits, audience 
participation hour and solution panel 
created a new pattern for business con- 
ferences that merits reproduction in 
every state and locality. 


When the moderator, law professor 
Frederick D. Lewis of Drake University, 


*American Society of Chartered Life Underwrit- 
ers, Des Moines Chapter; Des Moines Estate Plan- 
ning Council; Des Moines Life Underwriters Asso- 
ciation; General Agents and Managers Associa- 
tion; Iowa Society of Certified Public Accountants; 
Iowa Corporate Fiduciaries Association; Iowa 
Quarter Million Club; Polk County Bar Associa- 
tion; College of Law, University of Iowa; College 
of Liberal Arts, College of Fine Arts, College of 
Business Administration and the Law School at 
Drake University. 
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was interrupted insistently by a member 
of the audience as he tried to introduce 
the next feature, the audience was non- 
plussed, the more so when the inter- 
loper strode to the stage and asked to 
make a few remarks. It was some time 
before the pixyish character was gener- 
ally recognized as Robert J. (Bob) Law- 
thers, director of benefits and pensions 
division of New England Mutual Life 
Insurance Co. of Boston, and one of 
the most effective and delightful speak- 
ers on the “estate business circuit.” 


Bob Lawthers turned out to be cast 
in the role of the Reluctant Client—that 
harassed and lonely individual who is 
so likely to be the victim instead of the 
beneficiary of not-too professional min- 
istrations as well as of his own indiffer- 
ence or procrastination. His just grounds 
for complaint and confusion became 
evident, however, as he related the in- 
cidents of recent calls by his insurance 
man, accountant, lawyer and _ bank’s 
trust officer. Dr. Lewis suggested that 
they turn back the clock and see what 
had happened, and the curtain opened 
on Client Lawthers in his office. 


What took place in the next how 
shouldn’t happen even to a client. Each 


of the “four advisers” took his tum ; 
in 


F so 


talking down the client and the other 
advisers and their wares. It was alto. 
gether a prime example of How Not to 


Do It. The client, trying with ever-les.f 
sening success to air his problems, fin-f 


ally sank into despairing silence. 


Illustrative of the verbal barrage andf 


inquisition to which the client was sub- 
mitted were these excerpts: 

Will E. Bye (the Insurance man): 
“How much income you have?” 


Holiday Bent (the Client): “Do you 
have to know that?” 


Will E. Bye: “Yes, got to.” 

Client: “Why?” 

Will E. Bye: “Because it says so here 
on the form.” 


Fairfax N. Figures (the accountant): 
“Now don’t worry. I’m your accountant 
and know all about your affairs.” 

Client: “But what I want to...” 

Fairfax: “I'll handle this. You just 


give it all away.” 


PERFORMERS in opening skit “The Client Speaks”: Back row, Dee L. Frost, C. B. Knobbe. 
Gerald K. Chinn. Front row: Robert J. Lawthers, Mary J. (Mrs. Gerald) Chinn, Lyman 
B. Hughes. 

(All photos through courtesy of Northwestern Banker, Des Moines.) 
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Sol Vent (the trust officer): “What 
you need is to set up a couple of mari- 
tal-deduction trusts to save taxes...” 

Client: “But what about my son hav- 
ing a chance to go into the business, 
and how...” 


Sol: “Just place your confidence in 


hus. Now you take these new short-term 
P trusts, and a tight irrevocable trust . . . 
E use the 


“sprinkling trust for . . . well, 
we have a formula that takes care of 


Simon Pure (the lawyer): “Yes, yes, 


» Holiday. I'll fix you up with a will that'll 
i solve everything. 
| dictates—with no word allowed from 
) client—a 
p will). 


(Calls secretary and 


really “simple” copy-book 
CURTAIN. (Client: 

know their business . . 

think I’m human!”’) 


“Guess they 
. but don’t they 


Following luncheon, a new panel* 
took over on the stage with all five 


‘meeting at the bank by appointment 


Jo you 'made—in a prologue scene—at sugges- 


tion of the insurance underwriter. This 
time the client had a chance to speak 
his mind. When personal questions were 


_asked the reason was made plain. Each 
/member gave consideration to the spe- 


clalized knowledge of the others, and 


showed concern with the objectives and 
"views of their common client—in sharp 
‘contrast to the morning fracas. For in- 
)stance, when client hesitated to give 
) data, it was pointed out as better to 
j have it now than to come out in confu- 





*Panel members, besides Mr. 


Lawthers, were: 


Insurance Men: Lyman B. Hughes, 
Agency Manager, and Will H. 
Zaiser, Past President of Iowa 
Association of Life Underwrit- 
ers. 


Accountants: C. B. Knobbe of 
Knobbe, Gallagher & Co., Past 
President of Iowa Society of 
Certified Public Accountants, 
and Sidney B. Smith, C.P.A. 


Trust Officers: Dee L. Frost, 
trust officer, Iowa-Des Moines 
National Bank, and Noel T. 
Robinson, vice president & trust 
officer, Central National & Trust 
Co., Past President, Iowa Cor- 
porate Fiduciaries Assn. & Des 
Moines Estate Planning Council. 


Attorneys: Gerald K. Chinn, As- 
sociate Prof. of Law, Drake 
University and Robert B. 


Throckmorton, Dickinson, 
Throckmorton, Parker & Mann- 
heimer. 
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sion and litigation in estate, with pos- 
sible public airing. In addition to the 
client’s having built his home on land 
still owned by a partnership, having 
personal liabilities under mortgages and 
contracts in his unincorporated con- 
struction business, and mix-up of joint 
property and tenancies in common, he 
posed the problem of succession to the 
business by a 16-year-old son “who is 
just interested in girls and _ hot-rods 
like all of them today, and may become 
a piccolo player in a barroom, but who 


ought to have a chance at such a good 
job.” 


Then occurred the most effective and | 


unique feature of audience participation, 
when, at the moderator’s invitation, 
every one in the room stayed for an 
hour session during which at tables of | 


eight each including at least one attor- *' 
ney, accountant, trustman and life un-y! 





SPEAKERS — Kenneth Todd and George 
C. Huff, Ph.D. 


derwriter—each group worked up a 


_ proposed plan based on mimeographed 
| data on the client’s estate furnished to 


each one. The round-table discussions 
| prompted by this method brought a 
personalized, grassroots flavor that 
proved the success of the foregoing 





RESIDENCE: 


Home Furniture and equipment —___- 


REAL ESTATE: 


tenancy with wife. 


BUSINESS ASSETS: 


Bent Built Homes—Misc. Assets 


CASH: 


LIFE INSURANCE: 


National Service Life (term) 


Due B & B Co. (officer loan) 


One of Work-Sheets 


ESTATE OF HOLIDAY BENT 
(as determined by estate team after interview with client) 


HOME (Built on land owned by B & B Co.) - 


80 acres (held as tenant in common with wife) - 
160 acres (inherited from father in 1933 and then placed in joint 
ne Get tax few) 


300 shares B & B Co. at $233 a share 
Bent Batlt Homes—Carcent Assets —. 
Ben: Bat Homne—tices Ak 


Petty Casb—eet Bet Homes 2 
Bank Account—Bent Built Homes — —.--__________ 
Cash in Bank (joint account with wife) —_ 


First National Life (20 year endowment, purchased in n 1939) _ 


Supplied Audience 


ASSETS 


LIABILITIES 





Accounts payable 
Accruals 


Pee tas eee ee 








EEL SE ae a LST 


_ $ 30,000 
Caen 5,000 
Total of Residence $ 35,000 
_ $ 20,000 
48,000 
Total Real Estate $ 68,000 
$ 69,900 
135,892 
6,077 
ete oe ie 382 
Total Business Assets $212,251 
$ ©6100 
8,473 
15,000 
Total Cash $ 23,573 
$ 10,000 
_ 10,000 
Total Insurance $ 20,000 
Total Assets $358,824 
et eet Sed LL $ 30,000 
50,000 
4,916 
1,987 
1,000 
Total Liabilities $ 87,903 
Net Estate $270,921 
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presentations and demonstrated the 
values of cooperation. Each table then 
turned in the joint product of its delib- 
erations, as noted by the table “chair- 
man” or “secretary.” 


When the conference reconvened 
Tuesday morning, the Solution Panel 
was ready to present their analysis and 
plan, and to comment on key points 
brought out by the audience proposals. 
Among the general conclusions were 
these: 


Each member of the advisory group 
gained confidence of client by doing 
obviously thoughtful analysis of his 
personal problems and desires, and 
from mutual respect shown. 


Don’t try to cover every contin- 
gency by insurance at outset; it is a 
step by step process. 


Instead of a nominal fee for estate 
planning work, the lawyer should be 
compensated in accord with time and 
work involved, else the job may. be 
tailored to the fee rather than the 
reverse. 


Charges or costs of the various ser- 
vices involved may be compared to 
that in reorganization of a business— 
where all business interests are sold 
and transferred—plus the work of 
disposing of all other properties and 
liabilities. 


tive use of the specialized know-how 
and experience of each adviser. 


| 
| There is no substitute for coopera- 
j 
| 


| The dramatized “case history’’ 
method not only held the attention of 
'the audience throughout, but, with the 
group participation in problem-work- 
ing, obviously stimulated increased in- 


{ 





| 
| 


| 
! 


RAS 

ey ¥ 
i 
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dividual interest in further study of 
estate planning. Full-dress “rehearsals” 
were held only two days before the 
conference yet the performance went 
smoothly and naturally. Panel members 
did an unusually credible job largely 
because they worked from outline of 
the key point of each commentary, ad 
libbing the details. It was a tribute to 
the expert and imaginative work of 
Prof. Lewis in designing the “three-act 
play,” to Bob Lawthers for his char- 
acterization—with highly amusing and 
pertinent effect—of the often forgotten- 
man, the client, and to the knowledge 
of the members of the cast. 


Review of the procedure and _ activi- 
ties of the Arizona Estate Planning 
Council by Kenneth Todd, trust officer 
of the Valley National Bank of Phoenix, 
provided the blue-print of a most suc- 
cessful working-model of Council oper- 
ation, and-brought out the following 


highlights: 


Since four types of advisers are con- 
cerned in modern estate analysis and 
planning, the Arizona Council em- 
braces them all, rotating presidency 
over four-year cycle. 


Open invitations are made to all 
newly admitted lawyers and CPAs. 


Trust representation is usually ar- 
ranged by the trust company members. 


Life underwriter representation is 
usually directed by the manager or gen- 
eral agent of the company involved, 
many of whom prefer to have their men 


3 a ‘ 
y 
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SOMETHING NEW IN AUDIENCE PARTICIPATION 


‘For over an hour, working in groups at their table seats, the audience tackles the planning 
of the Estate of Holiday Bent. Shirt-sleeves and concentration evidence the exceptional 
interest generated by this novel demonstration of teamwork at the grass-roots - level: 
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SOLUTION PANEL: Back row, Noel T 

Robinson, Robert B. Throckmorton. Front 

row, William H. Zaiser and Joseph Tracht. 
man. 


fairly advanced in the principles of life 
underwriting before belonging to _ the 
Council, to avoid confusion on the part 


of an immature life underwriter if 


pushed too quickly into the field of ad- f 


vanced estate planning. 


From time to time, meetings discuss 
how attitudes towards each other, as 
well as the public, could be improved. 
Such constructive criticisms and sugges- 
tions are these that 


made at the December meeting: 


offered as were 


(a) Other members of the group 
should not endeavor 
ways to avoid the purchase of insur- 
ance. If the insurance recommenda- 
tion is considered sound by a lawyer, 
accountant or trust man it should be 
endorsed. 


(b) The lawyers and_ trustmen 
should avoid the use of highly tech- 
nical language in front of their 
clients or customers, since such lan- 
guage tends to confuse. 


(c) Accountants should not be un-§ 


duly criticized by lawyers for their 
tax practice as long as they recognize 
the importance of recommending the 
lawyer with respect to legal matters 
which would be the lawyers’ particu- 
lar province. 


(d) It was generally agreed that a 
full team is not necessarily required 
in every case, but wherever indicated 
should be summoned. There will be 
cases where a trust would not be 
indicated, others where an account 
ant would not be necessary and others 
where insurance is out of the ques- 
tion because of advanced age and 
other reasons. Cases are few, if any, 
where the services of a lawyer would 
not be required in working out an 
estate plan. 


(e) Other members of the group 
should not place the lawyer in a poSl 
tion of being a mere scrivener. His 
independent thinking is essential. 


Whenever any members of the team 
are working together on a client’s oF 
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customer’s estate plan, a “dress re- 
hearsal” is considered the best policy. 
Any differences of opinion should not 
be aired in front of the client or cus- 
tomer but be ironed out before hand. 


Misunderstanding is sometimes caused 
because of jealously over control. There 
will be certain instances where one 
representative of the professional team 
will be closer to the client or customer. 
Where this occurs there should not be 
an effort on the part of any other mem- 


| ber of the group to steal prestige from 


the man who is the chief motivating 


| person. 


The Arizona estate planning group 
endeavors to use local talent in its pro- 
grams, as often proving more satisfac- 
tory than importation of a celebrity. 
Frequently the celebrity knows nothing 
of our community property laws and 
other local problems, whereas local law- 
yers, accountants, life underwriters and 
trustmen are well versed in this partic- 
ular phase of our law, as well as the 
problems facing estates in the common 
law states. It also gives local people a 
chance to gain prestige. 


Evening meetings are held the first 
Monday of every month (excepting 
July, August and September), generally 
in the Valley National Bank lunch room 
which is donated free of cost, with the 
June meeting a social get-together. 


With his usual astuteness and clarity, 
Joseph Trachtman, Esq. of New York, 
national authority on estate law and 
planning, summarized the conference 
results and focused attention on the 


social and character-—protection as- 
pects, rather than the incidental me- 
chanics. Sharply cautioning against 


over-emphasis on tax aspects, which he 
held to be subsidiary to the human and 





Standing: Frederick D. Lewis and Robert J. 
Lawthers; Seated: Kenneth I. Todd and 
Joseph Trachtman. 
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economic aspects of property transfer 
and protection, Mr. Trachtman ob- 
served that Estate Planning work is the 
biggest free sample of trained, expert 
services on the market and that trust 
department investment facilities were 
the cheapest financial bargain today. 
Well-conceived financial arrangements, 
with an eye to the changing economic 
complexion of the future and an ear to 
the individual’s needs for protection 
and opportunity, rather than over-indul- 
gence, can have beneficent results in 
character-building. 


On the insurance side Mr. Trachtman 
remarked that the estate analysis ap- 
proach was simply doing what an in- 
formed underwriter always should have 
done, but he impressed the point that 
neither they nor other professional ad- 
visers should over-emphasize the tax- 
saving angles, which must be kept sub- 
sidiary to business and personal con- 
siderations. “We are not writing Wills 
or Trusts or Insurance Policies to dis- 
inherit Uncle Sam but to serve our 
clients’ objectives.” 


Trust institution services, he said, 
would have to be invented if they were 
not available, so it is not a question of 
whether to use them, that is a must 
under present and foreseeable condi- 
tions. “How can one properly plan es- 
tates if not experienced in the opera- 
ting techniques and qualified by observ- 
ation of the practical consequences of 
various plans” he asked. 


Since accountants necessarily deal 
with business, and tax aspects, and 
know the record, it is logical that they 
come into estate planning side on these 
grounds, since they often know most 
of the business or professional man’s 
affairs. The underwriter, trust officer 
and accountant also stimulate the flow 
of thought and conversation by the cli- 
ent, since they make no charge “per 


talk.” 


The attorney versed in probate mat- 
ters has obviously invaluable contribu- 
tions to every planning case, but “gen- 
eral practitioners” can anticipate trouble 
by keeping to the letter and spirit of 
the law. But his job is also to show how 
the plan will work out. Knowing how we 
got where we are in legal custom, they 
are more likely to foresee these condi- 
tions. But the practice of nominal or no 
fees for will drafting—‘“selling the job 
too cheap”—tends to cheapen the whole 
estate planning job in the public mind, 
Mr. Trachtman observed. The opposition 
of attorneys to insurance and trust ser- 





C. C. Luhnow, editor, Trusts and Estates, 
with William. Zaiser of Prudential Insurance 
Company. 


vices vanishes as attorneys know more 
about their usefulness, for they are like 
musical instruments on which a variety 
of tunes can be played, according to the 
client’s taste. 


Summarizing, Mr. Trachtman urged 
straight talk and teamwork, not Rube 
Goldberg schemes for saving the last 
tax dollar, as loopholes are likely to be 
only booby-traps, and lose sight of hu- 
man objectives. Speaking of educational 
work, he suggested that the function of 
college courses—and law seminars, is 
to teach how to do run-of-the-mill jobs 
and know when to turn to the special- 
ist, with advanced instruction as a post- 
graduate course for practicing attor- 
neys, similar to the week or so courses 
for C.L.U.s, and trust department off- 
cials. The key point to aim for is the 
confidence of the public, which can pro- 
vide an ever-increasing volume of busi- 
ness for all-who deserve it. 


Life underwriters comprised almost 
half of the attendance at the Institute, 
with about forty attorneys and the bal- 
ance equally divided between account- 
ants and trust officials. The majority of 
registrants were from Des Moines and 
vicinity, but the program that Prof. 
Lewis and the panels and speakers de- 
veloped seems destined to spread its 
influence over the entire country 4s 
others realize the importance of this 
pioneering work and the effectiveness 
of the novel method of presentation. 


A A A 


@ LeRoy B. Staver, trust officer, United 
States National Bank of Portland, Ore., 
has been appointed chairman of the Com- 
mittee on Fiduciary Legislation, Trust 
Division, American Bankers Association, 
succeeding Jackson S. Hutto who re- 
signed from Guaranty Trust Co. of New 
York to become managing director of 
the Savings Banks Association of the 
State of New York. 
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Regional American Bar Meeting 
Hears Three Outstanding 
Papers 


At the mid-April regional meeting of 
the American Bar Association in 
Phoenix, Arizona, the Section of Real 
Property, Probate and Trust Law pre- 
sented a program of three excellent 
papers on timely topics, arranged by 
Section Vice Chairman William A. Lane 
of Miami, Fla., who presided. In some- 
thing more than a summary of the In- 
ternal Revenue Code of 1954, William 
A. Sutherland of Washington, D. C., 
delved into the practical application of 
the changes to estate planning and raised 
some questions not generally recognized. 


Excerpts from his paper appear at page 
388. 


Hidden liabilities of a fiduciary were 
explored by George T. Cronin of San 
Francisco, who pointed out a number of 
instances in which executors and trustees 
have been held personally responsible 
on tort and contract claims. These situa- 
tions are described at page 392. 


Paul E. Basye of Burlingame, Cal., 
who was later elected to the Section’s 
Council to fill the unexpired term of the 
late C. Alexander Capron of New York, 
gave a comprehensive reappraisal of 
joint tenancy. The following is a sum- 
mary of his paper in his own words: 


“Joint tenancy started out in England 
with the blessings of society generally. 
It was favored by overlords and tenants 
alike and encouraged by the judiciary. 
Gradually it came somewhat into dis- 
repute, primarily because of the inci- 
dent of survivorship which seemed to be 
unfair to the heirs or devisees of the 
deceased joint tenant. It received a cool 
legislative reception in this country, 
being abolished in many. states and 
legislated against by rules of presump- 
tions in others. The attempted creation 
of a joint tenancy by one person in him- 
self and another by a simple direct con- 
veyance was knocked down time and 
again on the basis of medieval logic en- 
tirely out of place in a present age. 


“Notwithstanding these rebuffs, joint 
tenancy has retained its popularity in 
the minds of the average citizen. Its 
popularity is distinctly above average 
for husbands and wives. A reversal may 


be discerned now and then in the 
judicial attitude as to what words will 
be regarded as sufficient to create a joint 
tenancy. The occasional abandonment 
of the four unities as a requirement is 
another indication of revision of view- 
point. Further reversals in legislative 
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attitudes are evident in an increasing 
number of statutes permitting one or 
more persons to create a joint tenancy in 
himself or themselves and others by a 
single deed rather than requiring a deed 
to and from a third person. The growing 
inclusion of previously executed instru- 
ments in this category is further evi- 
dence of legislative conformity with the 
popular will. 


“From practical standpoints we may 
say that there are both advantages and 
disadvantages in joint tenancy owner- 
ship. The psychological roots go deep, 
however, and represent something of 
basic interest to a vast proportion of 
people even though few could say what 
that interest actually is. In effect joint 
ownership enlarges the feeling of attach- 
ment between people, particularly as 
between husbands and wives and so 
gives them a deeper feeling of security 
during their lifetimes. Accordingly the 
idea of joint tenancy ownership does 
have a strong appeal even if it were 
sometimes financially inadvisable. 


“Finally, with recent tax laws afford- 
ing partial but substantial corrective 
benefits to joint tenancy property, as 
they have done by the Revenue Acts of 
1954, we may well conclude that joint 
tenancy as an institution of ownership is 
in no danger of suffering long or ser- 
ious decline.” 


Following the principal addresses, the 
audience put questions to a panel con- 
sisting of the speakers and Joseph 
Trachtman of New York, vice chair- 
man and director of the Trust Law Divi- 
sion, Dean Edward C. King of Boulder, 
Colo., a member of the Council, and 
Charles L. Strouss of Phoenix. 

A A &é 
Barclay Discusses Commercial- 
Trust Relations at 
Connecticut Trust Conference 


The points at which difficulties can 
arise between the commercial and the 
trust departments of a bank were ex- 
plored by George C. Barclay, vice presi- 
dent of City Bank Farmers Trust Co., 
at the annual Trust Conference of the 
Connecticut Bankers Association, held 
on April 27 at New Haven. Where these 
danger zones are foreseeable, the 
proferred business should be refused, 
said Mr. Barclay who is current presi- 
dent of the Trust Division, American 
Bankers Association. Where they arise 
subsequent to acceptance, the commer- 
cial officers must realize that the in- 
terests of the trust beneficiaries is para- 
mount. (See page 385 for excerpts of 
Mr. Barclay’s talk). 


Based upon the historical perspec. 
tive of P/E ratios and yields over the 
past 25 years, common stocks today arf 
“neither dangerously high nor attrac. 
tively cheap,” according to Barnard 
Flaxman, vice president, Hartford Fir 
Insurance Co. “Lacking the relatively F 
clear guidance of extreme relationship; F 
of prices to current earnings and divi. § 
dends, the investment manager must de. F 
pend upon analysis of the probabk§ 
future trend of earnings and dividends,” 
he stated. He expressed the thought that 
post-war prosperity has been largely due 
to the war and has been a reflection of 
the inflationary forces generated by§ 
the methods used to finance it, although 
it seems unlikely that any further gen- 
eral price inflation will be of more than 
the creeping variety. 


Mr. Flaxman also reviewed the num- 
erous constructive forces which have 
contributed to the growing recourse to 
equities as investment media but he 
stressed, at the same time, the need 
for caution at this point and as thf 
price level advances, because “after 
more than a decade of almost unbroken 
business prosperity and rising stock 
markets, we cannot confidently look for. 
ward to an indefinite continuation of 
this pleasant state of affairs.” 


The afternoon session was given over 
to the traditional question box period — 
with the perennial moderator G. Haroldf 
Welch, vice president of New Haven h; 
Bank, N.B.A. The panel consisted of the {i 
following men, with the area of thee 


questions directed to them as indicated: tj 


Public Viewpoint: Paul V. Hayden,™ 
vice president, Connecticut Light 
& Power Co. 

Trust Administration: Paul A. Peas-§ 
ley, vice president and trust oflicer, 
Stamford Trust Co. 


Trust Investments: Foster G. Woods, 
vice president and trust investment 
officer, Colonial Trust Co., Water- 
bury. 

Legal Aspects: George Calder, Beach 
& Calder, Bristol. 


& A ad 


Sixth District Trust Earnings 
Improve 


Trust department earnings for all 
banks in the Sixth Federal Reserve Dis- 
trict (excluding those which had n0 
trust earnings) in 1954 amounted t0 
2.6% of total earnings, according to the 
March 31 Monthly Review of the Federal 
Reserve Bank of Atlanta. This compares 
with percentages of 2.2 in 1953 and 
1952. 
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Commercial - Trust Relations 


COMPLEMENTARY AND CONFLICTING INTERESTS 


GEORGE C. BARCLAY 


Vice President, City Bank Farmers Trust Company, New York; 
President, Trust Division, American Bankers Association 


CCOMPLISHMENT OF GOOD RELATIONS 
between the commercial and trust 


| departments seem to me to fall under 
| three headings: first to educate the com- 


mercial bankers as to the trust depart- 


| ment functions and methods of opera- 
} tion; second, to indicate what the trust 


department can do to the advantage of 
the bank as a whole; third, to avoid 
conflicts between the two departments. 


I sometimes think it must be very 
pleasant to work for a smaller institu- 
tion where the trust officer sits across 
the aisle from the President, or at least 
is not shunted off somewhere on the 


| third floor rear. Propinquity is the best 


means of keeping the commercial officers 
aware of what the trust department is 


and is doing. The bigger a bank is the 


more reliance has to be placed on other 
tools. In a bank as large as my own we 
have several men whose primary func- 
tion is to keep constantly in touch with 


' the commercial officers for both educa- 
| tional and new business purposes. We 
/ never let a commercial officer close a 


piece of trust new business but if he 
finds a customer in need of any trust 
service a trust man will join them for 
the first discussions. After several such 
conferences the commercial officer gets 
a better knowledge of the problems. 


The officers in charge of various trust 
functions speak periodically to groups 
on the commercial side. In addition we 
include a trust page in our bank’s in- 
ternal monthly bulletin. Over the years 
Ihave noticed an understanding. What- 
ever the size, application of some or all 
of these educational methods can be 
very helpful The social side — dinners, 
outings, etc. — at which the trust and 
commercial men get to know each other, 
breeds respect and understanding. 


It is not enough to educate commer- 
tial bankers as to what trust business is. 
They must be shown that there is a good 
teason for existence of the department. 


~_--—-— 


From address before Connecticut Trust Confer- 
ence, April 27. 
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A great deal has been said about in- 
adequacy of trust compensation, of in- 
ability to get it increased, and inability 
to cut costs. Such progress has been 
done in increasing personal trust fees 
and cutting costs. In many states the 
charges are prescribed by statutory pro- 
visions or are received only by virtue 
of court allowance. There is room for 
more mechanization of the record opera- 
tions but it is hard to cut the cost of 
customer contacts. 


However, other divisions of the trust 
department do provide suitable earnings. 
Executorships are apt to be profitable. 


Another profitable side of the trust 
business is the custodian and investment 
advisory service, where the rate of com- 
pensation is fixed by contract subject 
only to the competition. The absence 
of the need to make formal accountings 
and the absence of other elements of 
legal responsibility and risk substan- 
tially reduces the cost of operations and 
brings a much larger percentage of the 
gross to net. Employee benefit trusts 
should also some day fall into the profit- 
able category. This type of business is 
so new that the cost of securing it off- 
sets the present income in the case of 
many institutions. However, in a larger 
institution at least, the volume grows 
rapidly and is likely to continue such 
growth for some twenty years in the case 
of most such trusts so that substantial 
profits cannot be very far in the future. 


The corporate trust department almost 
uniformly furnishes a major share of 
trust department earnings. 


Gains in Deposits 


When a commercial bank officer finds 
out that by and large a trust depart- 
ment is helping to pay the dividend on 
the bank’s stock and is making some 
contribution to its surplus after paying 
its way, he is apt to lose the feeling that 
used to exist in far too many banks, 
namely, that the trust department is a 
poor relation. From my experience I 


think it is today a poor relation only 
where it is not properly organized. 


There are collateral advantages of 
trust operations with which the com- 
mercial officer should be acquainted. 
First, there is a greater permanence in a 
fiduciary relationship than in a de- 
positary account. Once, the trust account 
is put upon the books it is unlikely to 
be terminated for years and if the fee 
has been set on a reasonable basis the 
bank has a good earning asset on which 
it can rely’ over quite a period of time. 
The trust relationship can directly 
advantage the bank through opening of 
individual deposit accounts by new trust 
customers. Also, the trust officer is in 
constant touch with brokers, lawyers 
and other professional men in the com- 
munity which develops goodwill for the 
entire institution. 


Trust operations contribute to the 
deposit total of the bank: the department 
at all times will have a float of income 
balances and generally substantial prin- 
cipal balances awaiting distribution. If 
the bank has a corporate trust depart- 
ment it will frequently have large sums 
paid in advance to take care of bond 
redemptions, coupon payments, dividend 
payments, etc. These deposits are often 
substantial and ordinarily fairly stable. 


Conflicts with Loans 


A commercial banker’s life blood is 
the making of good and profitable 
loans. He finds it almost impossible to 
believe that there may be some reason 
within his own institution why a loan 
should not be made. To him a dual re- 
lationship of debtor and creditor, i.e., 
deposit and loan, is a usual one. He 
often does not understand that a fiduci- 
ary has to look first and always to the 
welfare of those interested in the trust 
and that if a conflict arises between the 
beneficiaries and the bank, acting in 
whatever capacity, the rights of the 
beneficiaries must prevail. Therefore, it 
is important that in lending money and 
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other commercial banking functions the 
officer make sure that there is no other 
relationship of his institution to his cus- 
tomer as a result of which the bank 
over-all might some day suffer a loss. 


There are a number of situations 
where a conflict or embarrassment can 
arise which is not at all foreseeable. Two 
that I can think of involve no more than 
goodwill. Suppose that groups A and 
B are fighting for control of a corpora- 
tion and both have solicited the vote of 
its stock held in various fiduciary ca- 
pacities. The leaders of group A main- 
tain important deposit and other bank- 
ing connections with the trust company. 
On the other hand, in the best judgment 
of the trust committee the proxies ought 
to be voted in favor of group B. A 
decision to act in accordance with the 
conscience of the trust committee may 
cause ill feeling on the part of group A. 
Nevertheless, the stock must be voted as 
the trust committee decides even though 
it could mean the loss of banking busi- 
ness by withdrawal of group A accounts. 


A similar situation can arise when a 
corporation floats a new bond issue or 
issues additional stock. The corporation 
is an important customer of the commer- 
cial department of the bank. The trust 
committee, however, decided against 
acquiring the newly issued securities for 
any of its trusts. This decision may be 
because the committee does not feel it 
prudent to buy the securities. I have 
seen it happen for an opposite reason, 
namely, that the yield was so low and 
the maturity so long that the bond was 
not attractive from the standpoint of 
returning a suitable income with reason- 
able unlikelihood of fluctuations in 
value. The president of the corporation 
is quite likely to urge upon the bank 
officers that the trust department is a 
splendid field for the distribution of the 
new securities but the trust committee 
must stick to its guns. Here again there 
is risk that commercial business may be 
withdrawn by the corporation. 


Sometimes, the fact that a conflict 
could arise is foreseeable and one de- 
partment or the other will have to de- 
cline a piece of business: for example, 
if the corporation customer desired to 
fund and pay off its bank loans by a 
private placement. Many of the larger 
trust departments have substantial pen- 
sion trusts, charitable funds and other 
semi - institutional investment funds 
which could readily, either alone or as 
a group, take such a placement. If, how- 
ever, the private placement bonds at 
some later time should go into default, 
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I fear there might be a liability on the 
trustee bank for having paid off its short 
term loans with moneys derived from 
one or more of its trust accounts. 


In another case, a corporation de- 
sired to increase its loan with the bank, 
but with maturities extending over a 
period longer than the bank was auth- 
orized to or desired to make the loan. 
It was proposed that the commercial de- 
partment take the earlier maturities with 
the trust department taking the longer 
maturities for investment in pension 
trusts and similar large funds. The com- 
mercial department saw nothing im- 
proper in this and it was not until all 
the arrangements had been made that 
the trust department realized that it 
was in effect taking a junior position for 
its trusts. Although the loan was of the 
highest quality and experience with the 
customer indicated an almost absolute 
certainty of repayment of principal and 
interest as scheduled, the trust depart- 
ment declined to accept the later maturi- 
ties. 


Another possibility of conflict arises 
when the bank is asked to make a loan 
upon the security of a remainder in- 
terest. I do not like this type of loan 
myself but there is nothing illegal about 
it. Some banks have made satisfactory 
earnings therefrom and we have all had 
experiences of having to participate in 
such transactions. However, I do not 
think that a commercial department of 
the bank should make the loan but that 
it should be made by a disinterested 
organization. If the remainder falls in 
at a time of low market values and the 
commercial department satisfies its loan 
by having the trust department sell some 
securities of the remaindermen at what 
may seem to be a sacrifice, the result 
would be a purchase of ill will at the 
very best. 


On the other hand, we have all had 
instances where the trust instrument 
specifically authorizes a trustee to make 
loans at the request of someone in- 
terested in the trust, generally the donor. 
I see no objection to this if the authority 
is clearly outlined. Usually such loans 
are accomplished by earmarking on 
paper, if not physically, the hypothe- 
cated securities. Thus in case the loan is 
not paid it is and has from the be- 
ginning been clear to all interested in 
the matter where and to what extent the 
bank can look for repayment. The bal- 
ance of the trust is not jeopardized. 


Where the trust holdings are readily 
marketable there is always some method 
of escape by sale which at the worst will 













limit the possible loss, but by hypothesis 


the securities of closely held corpora. — fav 
tions are not readily saleable. Generally F of 
it is possible to foresee conflicts in this B rai 
field and it is probably wise for the 
trust department to refuse the busines; Da 
since the commercial department wil f \, 
presumably already be committed. i i 

One bank I know of made a substan. F As 
tial mortgage on real estate of a corpora. F wa 
tion customer, the mortgage being held F 19 
in a custodian account for one of its im- F 40 
portant institutional customers. The man — thé 
who controlled the borrowing corpora — 4D 
tion asked the trust department to pre — ™ 
pare an estate plan. This was done but — °° 
before the will was signed the trust de 
partment became aware of the mortgage — ft 
transaction. It told the principal stock. Fits 
holder that he would have to find some — P" 
other fiduciary. the principal stockhold. F )« 
er lived past the pay-off of the mortgage, — 2 
substituted the original bank as ex — > 
ecutor-trustee and praised the high — > 


ethical position taken by the bank. 


In another case the bank had made 
the mortgage to the corporate customer 
for its own account and because the 
principal stockholder was young and 
apparently healthy, the bank agreed to 
act as his executor and trustee. The 
stockholder died prematurely, placing 
the bank in a quandary. It solved the 
problem by disposing of the mortgage at 
a slight discount in order to feel free to 
qualify in the estate which was a much 
more profitable piece of business. 


—wyo<"“sosxo rn = 


My next example is perhaps rather 
unusual. Here the corporate customer of 
the bank had obtained a line of credit 
of $100,000 guaranteed by the principal 
stockholder. Before the credit had been 
fully utilized the stockholder died and 
the bank qualified as his executor. The 
corporation then applied for the balance 
of its line. As executor the bank had 
authority to continue the business but 
there was no specific authority to ap- 
prove of borrowing by the corporation 
or the estate, pursuant to the stockhold- 
ers guarantee. The ultimate solution was 
sale by the corporation of rights to cer- 
tain of its products which were not 
essential to the business, the proceeds 
eliminating need for further credit. 


em eee me @ == 


Corporate Trusteeships 


To what extent do dangerous implica- 
tions arise where the trust department is 
trustee of a mortgage or debenture bond 
issue and the commercial side is extend- 
ing a line of credit to the company? One 
or more of the bank’s notes fall due and 
are paid. Subsequently there is a de- 
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fault on the bond issue and the charge 
of preference to the bank individually is 


| raised. 


The best known case on this subject is 


‘] » Dabney v. Chase National Bank* which 
- Wi 4 


was decided three years ago. Here the 


' bank was trustee under an indenture of 
Associated Gas and Electric Co. It also 
| was lending money to the company. In 
F 1932 it collected a loan of $4,000,000 
' and the court, rightly or wrongly, found 
' that at that time the bank had reason- 
| able grounds to believe that the company 
| might be insolvent or in danger of in- 


solvency. The holding was that under the 
circumstances the bank was not justi- 


fied in collecting the $4,000,000 loan for 


| jts own account since to do so would 


probably be detrimental to the bond- 
holders. The bank was held liable for 
the difference between the amount the 
bondholders would have received if the 
bank had not collected the loan and the 
amount they actually received. 


This case is a bit hard to take because 
although the loan was collected as far 
back as 1932 the insolvency of the com- 
pany was not fully established until 
1934. It did not go into bankruptcy 


' until 1940 and the liability of the bank 


was not fixed until 1952. Nor is there 
anything in the case to indicate that the 
oficers of its corporate trust department 
had any knowledge of the transactions 


_ of its commercial department or vice 


versa. I think courts will be guided here- 
after in such situations by terms of the 


Trust Indenture Act of 1939. 


This act provides that if, during the 
period of four months preceding default 
as defined in the indenture, the trustee 


| in its individual capacity as a creditor 


improves its position, the proceeds of 
such preferential collection must be 
shared with the bondholders in such 
manner that the trustee will not receive 
a greater portion of its unsecured claim 
than the bondholders receive on their 


| unsecured claim. This is consistent with 


the long standing rule in bankruptcy 
that any creditor paid off within four 
months of the bankruptcy is deemed to 
have been preferred. 


Under the terms of the Trust Inden- 
ture Act it seems reasonably safe for a 
bank to accept a trusteeship under in- 
denture of a company to which it is 
currently lending. This should not be 
done without prior conference between 
rust officer and credit officer, and if any 


| danger of insolvency appears the officer 


frst learning about it should again con- 
fer with his opposite number. 


*137 Fed. 2nd 797, 196 Fed. 2nd 668, 201 Fed. 
2nd 635. 
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One last point: the practice is moxe 
prevalent than it should be of agreeing 
to accept a piece of business in the 
trust department at a rate which cannot 
show a profit and may even show a loss, 
because of collateral benefits to the 
commercial department by way of in- 
creased deposits, etc. This strikes me as 
being a very poor form of competition, 
and runs counter to efforts to make the 
trust department self-sustaining. Such 
cut-rate business is bad for the business 
as a whole. If this practice is to be 
adopted in any given case or cases it 
presumably would be done only because 


of benefit to the entire institution. In 
such case the commercial department 
should make some special allowance to 
the trust department to even out the 
disparity. 

Where difficulties mentioned herein 
are forseeable, an effort should be made 
by non-acceptance of proffered business 
or otherwise to prevent their arising. 
Where they occur later on commercial 
men must appreciate that the interest of 
the trust beneficiaries is paramount. 
Fundamentally it is all a matter of com- 
mon sense plus intelligent cooperation 
between two sides of the institution. 








Good-bye to 
Los Angeles 
Cable Cars ! 


Last of the old Los Angeles cable 
cars— running on Temple Street 
hill— gave way to the electric 
trolley in 1903. 


That same year this Bank es- 
tablished its Trust Service. Dur- 
ing the more than half a century 
since, Southern Californians 
have learned it pays to think first 
of Security-First for efficient, 
experienced Trust Service. 
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SIDELIGHTS ON NEW CODE 


Gift Tax 


Revaluation of Past Gifts 


Section 2504(c) in certain cases pre- 
vents the revaluation of gifts made in 
prior years on which the statute of limi- 
tations has run, if a tax was assessed 
or paid for that year. In order to make 
the section operative as to all gifts made 
in the future, it may be well in any year 
when a gift tax return is filed, even 
before the $30,000 exemption is ex- 
hausted, to pay some small gift tax. 


Gifts to Minors 


The question is not settled as to 
whether Section 2503(c) of the new 
code provides the only method of mak- 
ing a gift of a present interest to a 
minor, thus earning the annual exclu- 
sion, but it is certainly much the safest 
method. However, non-tax considerations 
should be taken into account here. It 
may be undesirable to give the bene- 
ficiary any substantial amount of proper- 
ty outright at the age of 21. Such a 
gift may cause more harm in respect 
to family relations and wise planning for 
the family’s needs than is justified by 
the comparatively small tax advantage in 
such an arrangement. The importance 
of a $3,000 exclusion can easily be ex- 
aggerated. 


Tenancies by the Entireties 


Section 2515, provides, as to real 
property only, that unless the donor 
(the spouse furnishing the major part of 
the consideration) elects to have the 
creation of such a tenancy treated as a 
transfer subject to gift tax, the creation 
of such a tenancy in real property is not 
subject to the gift tax. This provision 
does not apply to any so-called tenancy 
unless it is between husband and wife 
and unless there is a right of survivor- 
ship. The election to treat the creation 
of the tenancy as a gift is made by filing 
a gift tax return and including the 
creation as a gift. 

Excerpts from address before Regional Meeting 
of American Bar Association, Section of Real 


Property, Probate and Trust Law, Phoenix, Ariz. 
April 15, 1955. 
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If it is certain that the tenancy will not 
terminate until the death of one of the 
spouses, there is no advantage in elect- 
ing to treat the creation of such a ten- 
ancy as a gift and to pay the gift taxes 
thereon. However, if it is expected that 
the tenancy may cease before that time, 
it may be advantageous to elect to treat 
the creation of the tenancy as a gift. 
The reason is that the gift tax treatment 
of the termination of the tenancy is dif- 
ferent if the election is not made. It 
is necessary to analyze the particular 
facts to determine the possible disad- 
vantages of not making the election. 


Estate Taxes 


Life Insurance 


Under Section 2042, if the insured 
possesses none of the incidents of owner- 
ship at the time of his death, and the 
proceeds are not payable to his executor, 
the insurance is not includible in his 
estate, even though the insured paid all 
the premiums, unless there is some other 
reason for its inclusion in the estate, as 
for example, that it was transferred in 
contemplation of death. 


The new Code, however, specifically 
provides that a reversionary interest ex- 
ceeding 5% of the value of the policy 
immediately before death is an incident 
of ownership which causes the entire 
proceeds of the insurance to be included 
in the estate of the insured, regardless 
of when the reversionary interest arose, 
and regardless of whether it arose by 
the express language of the instrument 
of transfer or of the policy or by opera- 
tion of law. The rule as to reversions on 
transfers of insurance is more strict than 
that as to other property in that a re- 
versionary interest arising by operation 
of law prior to October 8, 1949 (the 
date of the Technical Changes Act of 
1949) causes insurance to be included 
in gross estate, but does not cause other 
property to be so included. However, 
where the purpose is to get insurance or 
other property out of the insured’s 
estate, only a careless draftsman will 
permit even a minute interest in the 


property transferred to remain in the in. 
sured. 


The suggestion has been made inf 
some quarters that a reversionary inter. 
est exists when a complete transfer js 
made, if the transferor may inherit from 
the transferee or if he is named as a 
beneficiary under an executed will of 
the transferee. I cannot see any merit in 
this suggestion. It would seem clear to 
me that a reversionary interest exists 
only when there is a possibility that the 
transferor will get the property back 
because of some strings attached to the 
transfer, or because he failed to, dispose 
of all of his interest in the property. Cer- 
tainly, though, the utmost care should be 
exercised -to make certain that the in- 
sured does not retain any interest, either 
by the terms of the policy or by the 
terms of the instrument of transfer. 


A gift of a policy of insurance within 
three years of death will most likely be 
held to be in contemplation of death. 
Payment of premiums by the transferee 
during those three years would seem to 
cause a proportionate part of the insur- 
ance to be eliminated from the insured’s 
estate. Cf. Liebmann v. Hassett, 148 F. 
2d 247 (1st Cir. 1945). On the other & 
hand, even if the insured survives for 
three years after the transfer of the 
insurance, it can be argued on the same 
principle that the payment by him of 
any premiums within three years of 
death would result in the inclusion of 
a proportionate part of the insurance in 
his estate. Gift tax, however, would seem 
to be due only on the amount of the 
premiums, and not on the increase in 
the value of the policy due to the pay: 
ment of premiums. Cf. Guggenheim ». 
Rasquin, 312 U. S. 254 (1941). 


Where the insured is insurable, and 
there is no financial disadvantage in 
cancelling the old policy and purchasing 
a new one, it may be wise to cancel the 
old policy and have the intended trans- 
feree take out a new policy on the in- 
sured, thereby avoiding the possibility 
of having the policy included in the in- 
sured’s estate as a gift in contempla- 
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tion of death in the event that he dies 
within three years. Of course, if it is 
necessary for the insured to make a gift 


; of the premium, there will be a contem- 


lation of death question and a problem 


| of how much must be included in the 
| estate if the transfer is in contemplation 


| of death. 


Transfers Taking Effect at Death 


Section 2037 restores the rule in ef- 


| fect prior to the Code amendment in 


1949, which taxed property in the de- 
cedent’s estate if possession or enjoy- 
ment could be obtained only by surviving 
the decedent, even though he retained 


- no interest in the property. This change 
| thus again permits the death of the 
| grantor to be the basis of the passing 
| from & 


of property from one person to another 


' without estate tax consequences, where 


the transferor has retained no interest 
in the property transferred. This gives 
greater freedom to the estate planner 
by allowing him to make a realistic ap- 
praisal of the effect which decedent’s 


| death will have upon the needs of bene- 
to the & 


ficiaries and to adjust his plans ac- 
cordingly. 


Gifts in Contemplation of Death — 


Under the old law a gift held to have 
been made in contemplation of death 
might be very harmful, in that it would 
not save any estate tax and would limit 


' the transferee to the transferor’s basis. 


Section 1014 (b) (9) of the new Code 
remedies this situation, and provides 
that if the property had not been sold 
prior to the transferor’s death and is 
included in the taxable estate of the 


oa transferor, it takes the estate tax basis, 


less any depreciation and depletion al- 
lowed the transferee prior to that date. 
The fact that there may be a loss where 
the transfer is one of property subject 
to depreciation or depletion may make it 
advisable to transfer non-depreciable and 
non-depletable property, rather than de- 
preciable or depletable property. 


Thus, except in the case of depreciable 
or depletable property, there would seem 
to be no possible tax loss to the estate 
or the beneficiary from having made a 
gift which is held to be in contemplation 
of death. And under the 1954 Code, as 
was true under the 1939 Code, the gift 
admittedly in contemplation of death is 
certain to save estate taxes in the usual 
Situation where the gift tax is allowed 
in full as a credit against the estate tax. 
The reason is that the payment of the 
gift tax on the transfer in contemplation 
of death removes the amount of the 
gift tax from the taxable estate and 
saves the estate tax which would other- 
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wise be paid on such amount. And the 
credit for the gift tax is still available 
under Section 2012 against the estate 
tax on the transfer. 


The following examples are illustra- 
tive: Assume that a man has property 
which is worth $500,000 after the pay- 
ment of all his debt. He finds out that 
he has only a few weeks or months to 
live. He makes a gift of $250,000. As- 
sume that he has not made any prior 
gifts and that he is a widower so that 
no marital deduction is available. If 
he did not make this gift, his estate tax 
would be $126,500. He pays a gift tax 
of $41,850 on the transfer. By so doing, 
he reduces his taxable estate by the 
amount of the gift tax. He thus saves the 
estate tax on he amount of the gift tax, 
or $13,400. He has increased the amount 
which will go to his beneficiaries from 
$373,500 to about $386,900, or an in- 
crease of about 3.6%. If he has property 
worth $1,000,000 after the payment of 
his obligations, and he makes a gift in 
contemplation of death of $650,000, he 
will reduce his total tax from $303,500 
to about $251,700, a saving of about 
$51,800. His beneficiaries will receive 
about $748,500 instead of $696,500, an 


increase of about 7.4%. 


If he has made prior gifts, his gift 
tax will be larger, and he will therefore 
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“If it had solved the new income tax form, 
we'd have made a fortune.” 





reduce his taxable estate by a greater 
amount. However, the total gifts should 
not be so large as to cause the gift tax 
to exceed the limitation on the credit 
for gift tax under Section 2012(a). 
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Other Non-Probate Property in 
Gross Estate 


It may be desirable to make transfers 
other than gifts in contemplation of 
death even though it is clear that estate 
tax will be due on the property so trans- 
ferred. For example, it may be desir- 
able to keep property out of the probate 
estate by creating a tenancy by the en- 
tireties or a revocable trust of a charac- 
ter, which, under the 1939 Code, would 
not acquire a new basis on death. Such 
transfers, however desirable from a non- 
tax standpoint, were subject to the same 
tax disadvantages as a gift in contem- 
plation of death. Although fully subject 
to estate tax, they did not acquire a 
new basis at death, and no deductions 
were allowed to estates for any amounts 
paid for administration and other ex- 
penses in excess of the value at the time 
of the decedent’s death of property sub- 
ject to claims, or for expenses incurred 
in administering property not subject to 
claims. All of these disadvantages have 
been removed by Sections 1014(b) (9), 
2053(b) and 2053(c)(2) of the 1954 
Code. 


Employee Annuities 


Section 2039(c) exempts from estate 
tax the value of an annuity receivable 
from an exempt employees’ trust forming 
part of a plan meeting the requirements 
of Section 401(a) or under a retirement 
annuity contract purchased by an em- 
ployer under a plan meeting the require- 
ments of Section 401 (a) (3). Since this 
exclusion does not apply if the amount 
is payable to the executor, it is very 
important that the contract provide for 
payment to some other beneflciary or 
beneficiaries. If any part of the value 
of the annuity is attributable to contri- 
butions made by the decedent, a pro- 
portionate part of the annuity is in- 
cluded in the estate. It is specifically pro- 
vided, however, that contributions made 
by the decedent’s employer under such 
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a plan shall not be considered to be con- 
tributed by the decedent. There is no 
gift tax liability either. 


However, where the decedent has 
made no contribution, the entire an- 
nuity payments will be subject to in- 
come tax in the hands of the beneficiary, 
just as they would have been taxable in 
the hands of the decedent. If the amounts 
payable in any one year are large, it is 
quite important that provision be made 
that the full amount receivable will not 
be taxable to one person. Thus, it might 
be desirable to make the amounts pay- 
able to several individuals or to multi- 
ple trusts. 


Marital Deduction 


Neither of the changes made by the 
new Code in the field of the marital de- 
duction seems to me to be of any real 
importance in the ordinary situation. 
(1) A trust with a power of appoint- 
ment is so much simpler than the legal 
life estate with a power of appointment 
that I cannot think of a situation in 
which a careful estate planner would be 
apt to use a legal life estate rather than 
a trust, especially since the spouse can 
be made a trustee of the trust. (2) Us- 
ing a single trust for a marital deduc- 
tion and other purposes, when an estate 
is large enough to be subject to estate 
tax, would usually be most unwise. Two 
trusts are advantageous from an income 
tax standpoint, and they certainly make 
the administrative problems simpler. 


Income Taxes 


Income in Respect of Decedent 


An estate tax must be paid on amounts 
which constitute taxable income in the 
hands of the estate or beneficiary in a 
number of situations. For example, estate 
tax and income tax are imposed on sur- 
vivor annuities, accounts receivable of 
a cash basis decedent, an insurance 
agent’s renewal commissions not paid 


erent: 


WANT SOMEONE LOCATED? 


during his lifetime, installment obliga. 
tions and payments by a partnership to 
a deceased partner. (Section 753.) In 
many instances, a saving in income tax 
over a period of only a very few years 
may greatly exceed any possible saving 
of estate tax which might result from 
the most careful planning. It is essen. 
tial that the estate be so arranged that 
no large amount be received on such 
items by one taxpayer in a single year, 
The immediate benefit from one or more 
spray trusts, which will be discussed 
later, may be particularly helpful here. 


One provision of particular im. 
portance should be noted in connection 
with such items of income received by 
an executor or trustee and paid to an 
income beneficiary. Under prior law, 
such items, although taxable to the 
estate or trust as income if collected by 
it, were claimed by the Commissioner to 
constitute corpus of the estate or trust 
and, therefore, when they were distri- 
buted to a beneficiary constituted a dis- 
tribution of corpus rather than income 
and were not deductible by the trust or 
estate. Under the new law, this amount 
is taxable to the beneficiary if dis- 
tributed or required to be distributed 
during the taxable year, and the bene- 
ficiary of the trust or estate receives the 
benefit of the deduction for the estate 
tax paid on the item. See Section 


691(c) (1) (B). 
Clifford Trusts 


There is one liberalization of the 
Clifford regulations in the new Code 
which may appeal to a grantor who is 
afraid to trust outsiders with wide dis- 
cretion in distributing income or corpus 
within the grantor’s family. Section 


674(c) permits the grantor to make any: J 


one other than the grantor, including his 
or her spouse, one of the trustees of the 
trust, although full discretion is vested 
in the trustee to accumulate income or 


(Continued on page 432) 
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Caveat Fiduciary 


UNEXPECTED LIABILITIES 
IN ADMINISTRATION OF ESTATES AND TRUSTS 


GEORGE T. CRONIN 


Member of San Francisco, California, Bar 


N EVERY LEGAL RELATIONSHIP OR ECO- 
l nomic endeavor there are certain lia- 
bilities which flow from the transaction 
which may often be overlooked in con- 
sidering the benefits. Before assuming 
the relationship of a fiduciary the trus- 
tee should fully understand the liabili- 
ties which flow from it. Certainly, no 
attorney should undertake to advise a 
fiduciary without being fully aware of 
the dangers which are inherent in the 
relationship. 


Frequently, in the course of the ad- 
ministration of a trust, obligations are 
incurred to third persons. This discus- 
sion will be limited to a great extent to 
these three categories: obligations aris- 
ing out of contracts made by the trus- 
tee; torts committed by the trustee or 
his agents or employees in trust affairs; 
or resulting from the ownership of the 
trust property. 


Who Pays? 


Generally speaking, when a trustee in- 
curs liability to a third party, such party 
is concerned with the person from whom 
he should seek satisfaction. Shall he seek 
it from the trust estate as such or from 
the trustee individually? In other words, 
who pays the judgment? 

The great weight of American author- 
ity supports the rule that the trustee is 
subject to personal liability to third per- 
sons on obligations incurred in the ad- 
ministration of the trust to the same 
extent that he would be liable if he 
held the property free of trust.1 Any 
judgment recovered is collectible out 
of the personal assets of the trustee and, 
with certain exceptions, not out of the 
trust estate. The rule is relatively simple 
and clear and in the light of the trustee’s 
right of exoneration from the trust 
estate would seem to present no problems 
for the trustee or the lawyer. 

Before Regional Meeting of American Bar Asso- 


ciation, Section of Real Property, Probate and 
Trust Law, Phoenix, Ariz., April 15, 1955. 


1Restatement of Trusts §261-262; 3 Bogert §712- 
781; 2 Scott 262-264. 
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The application of this relatively sim- 
ple principle to various situations which 
may arise in the unhappy life of a trustee 
and his attorney may refresh our recol- 
lections on how dangerous a simple 
principle may be. First let us consider 
the rule as it applies to obligations aris- 
ing out of contract for certainly the 
rational as applied in this situation is 
equally applicable to our later considera- 
tions. 


Contractual Liability 


It is generally held that where a trus- 
tee in the administration of a trust en- 
ters into a contract with a third person, 
the trustee is personally liable on the 
contract in the absence of a stipulation in 
the contract relieving him of personal 
liability? This is the rule not only 
where the trustee exceeded his powers 
in making the contract but also where 
he acts pursuant to authority granted 
in the trust instrument as well as when 
acting under the direction of a court. 


The rational appears to be that the 
trustee is personally liable for obliga- 
tion incurred by a contract entered into 
by him as he is the only entity who 
promised to perform the _ contract. 
Neither the trust nor the trust property 
is a legal entity. As to the beneficiary, 
he was not a party to the contract and 
the trustee is not an agent for him. Sub- 
ject to certain exceptions, the courts 
ordinarily do not recognize the trustee, 
as such, as a legal person, separate and 
distinct from the trustee in his indi- 
vidual capacity. Justice Learned Hand 
stated the rule as follows: 


“*** no action may be maintained 
against a trustee as such, any more 
than a director, freight agent, a law- 
yer, or a jockey, as such; the law *** 
does not apparently recognize multi- 
ple personalities.’ 


2Restatement of Trusts §262-263; 3 Bogert §712; 
Arizona Assn. of Credit Men v. Assoc. Ind. Co. 
(Ariz.) 39 Pac. 2d 628; Slatt v. Thomas (Colo.) 
36 Pac. 2d 459; Contra: Tuttle v. Union Bank & 
Trust Co. (Mont.) 119 Pac. 2d 884. 


8Vass v. Couron Bros. Co., 59 Fed. 2d 969, 970. 


The rule of personal liability as ap. 
plied to contracts does not appear par- 
ticularly harsh, for certainly as to con- 
tracts entered into within the powers 
granted the trustee has a right to re- 
imbursement or exoneration from the 
trust. 


The solace of this right may be slight 
as indicated in a Rhode Island case! 
where under. the terms of the will the 
trustees had the power as well as the 
duty to indorse certain notes. Pursuant 
to this power and duty the trustees in- 
dorsed the notes “A, B and C Trustees 
estate of D, deceased.” An action was 
brought against the trustees on the in- 
dorsements. Despite the insolvency of 
the estate the court held the trustees 
personally liable and stated: “***though 
we may sympathize with them, we can- 
not on that account relax the rules of the 
law on their behalf.” The court points 
out that the trustees voluntarily assumed 
the obligations of a trustee and vividly 
impresses us with the necessity of a full 
understanding of a trustee’s liabilities. 


It is, of course, possible, in certain 


circumstances for the trustee to limit § 


or perhaps eliminate his personaly lia- 
bility. If the trustee can find a willing 
third person he may include in the con- 
tract an express stipulation limiting the 
third person to a suit against the trustee 
as such.5 


Tort Responsibility 


The application of the rule of personal 
liability to obligations arising from tort 
presents most forcefully the dangers as- 
sumed by a fiduciary in the administra 
tion of the trust estate. We might con- 
sider several interesting cases arising 
out of negligence. 


4Roger Williams Nat. Bank v. Groton Mfg. C0» 
(R.I.) 17 Atl. 170. 


5Goldwater v. Oltman, 210 Cal. 408; Slatt 
Thomas (Colo.) 86 Pac. 2d 459; Restatement of 
Trusts §263. 
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In a comparatively recent California 
case,’ A owned a garage which was man- 
aged by B. A died and D was appointed 
executor of his will. In accordance with 
the express provisions of the will as 
well as an order of the court the man- 
agement of the property was left to B, 
the manager. During the administration 
of the estate, plaintiff, while delivering 
gasoline to the garage, opened an over- 
head type of door on the premises, and 
the door fell as did a piece of plaintiff's 
nose. After the estate was closed, assets 
distributed and the executor discharged, 
plaintiff brought suit in negligence and 
recovered a judgment of $87,000. The 
California Supreme Court affirmed, hold- 
ing the defendant executor to be person- 
ally liable for the acts of the agent B, 
applying the doctrine of respondeat 
superior. 


In a New York’ case the trustee held 
a building as a trust asset. Thirty-eight 
years before the incident complained of, 
the then owner instituted a system of 
draining water from the building 
through a pipe and thence a drain across 
the sidewalk. The sidewalk drain was 
covered by a loose plank the end of 
which extended a few inches over the 
curb. While plaintiff was walking in 
front of the premises and on the side- 
walk a truck which was parking hit 
the plank and plank hit plaintiff. The 
court affirmed the judgment and again 
stated the general principle of personal 
liability of the trustee. 


In a Nebraska case® the decedent died 
on January 11, 1934, leaving his estate 
in trust by his will. Three days later 
and prior to the trustee qualifying, plain- 
tiff, a tenant in an apartment house 
belonging to decedent’s estate, was in- 
jured when he slipped on some ice on 
the apartment house porch. The negli- 
gence complained of was the improper 
repair of water pipes and spouts. The 
court sustained judgment for plaintiff 
against the trustee and pointed out that 
such liability is present with or without 
fault of the trustee, and whether or not 
he was violating his duties as trustee. 
However, the court did limit the per- 
sonal liability to the extent the trust 
estate was sufficient to indemnify the 
trustee. 


In a Connecticut case® A was the 
owner of a farm on which there were 
many animals, including a dog. After the 
death of A, D was appointed admin- 
istrator of his estate. An arrangement 


—_—_ 





"Johnston v. Long, 30 Cal. 2d 54. 
"Kirchner v. Miller, 19 N.E. 2d 665. 
‘Smith v. Rizzuto, 276 N.W. 406. 
*McAdams v. Starr, 49 Atl. 897. 
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in the nature of a lease of the farm and 
animals was made, which provided that 
the dog was to remain on the farm. The 
dog bit the plaintiff. The defendant ad- 
ministrator was held personally liable. 


Adverse Ownership 


It is not unusual that the executor 
or administrator is confronted with a 
claim of ownership of property by third 
parties. In an Oregon case’? A, a bache- 
lor, engaged in stock raising, had em- 
ployed P as his housekeeper. P pur- 
chased a cow, which subsequently had 
some calves. P had no brand so as an 


loFredenburg v. Horn, 218 Pac. 939. 


accommodation to her A placed his 
brand on them. A died and D was ap- 
pointed executor. P demanded the cattle 
claimed by her and D refused to sur- 
render them. The court in holding the 
executor, D, personally liable for con- 
version, stated: 


“The defendants were not parties 
to the record in their capacity as ex- 
ecutors. Indeed, this being an action 
ex delicto, they could not have been, 
as it is not in the powéFiof the ex- 
ecutor, as such, to render the estate 
for which he acts liable in tort.” 


In a Maine case™ A was the owner of 


Goulding v. Horbury. 27 Atl. 127. 
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a small-house, all of which was rented, 
excepting the basement, used by him 
asa kitchen, and the attic, in which he 
and his daughter slept. He kept all of 
his bonds, stock and money in a locked 
cupboard in the attic room. A died and 
D as administrator took the property in 
the cupboard into his possession. The 
daughter sued in conversion contending 
that all the property was given to her 
causa mortis. The administrator was held 
personally liable. 


Libel by Will 


In a Tennessee case!” the testator made 
nominal bequests to, as he said, “the 
illegitimate children of my _ brother, 
James Woodfin.” The children brought 
an action for damages for libel. The 
court held the estate liable on the theory 
that where authority is given to an 
agent to publish libelous words and the 
agent publishes in accordance with his 
authority, the principal is liable. The 
executor was held to be the agent of 
the decedent. 


In a recent Oregon case*® the decedent 
bequeathed $10 to a grandson, stating: 


“T have already given my said 
grandson the sum of One Thousand 


2Harris v. Nashville Trust Co., 162 S.W. 584. 


Kleinschmidt v. Matthieu, 266 Pac. 2d 686. 
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Dollars ($1,000.00) which he squan- 
dered. This provision is no different 
than that I have made for my said 
grandson in preceding wills over a 
number of years and expresses the 
regard in which I hold my said grand- 
son, who deserted his mother and my- 
self by taking sides against us in a 
lawsuit, and because he is a slacker, 
having shirked his duty in World 
War II.” 


Although the question of personal lia- 
bility was not directly considered, the 
court did approve the following lan- 
guage: 


“By the grace of the law a man is 
allowed to control the disposition of 
property after his death to do many 
other things by will. He is thus al- 
lowed to project his individuality, his 
grasp, and his desires, beyond the 
grave, and make them effective. If by 
will he breaches his contract, his ex- 
ecutor and his estate are made to 
respond. If by will he commits a tort, 
there seems to be no good reason why 
his executor and his estate should not 
likewise be held accountable.” 


Trouble Right At Start 


There are instances in which a trustee 
may assume substantial liability at the 
inception of the relationship and be 
guilty of no wrongdoing himself. 


In an early Kentucky case'* a dam 
was built across a river by the decedent’s 
predecessors in interest in the owner- 
ship of a saw mill. The condition ex- 
isted for approximately eighteen years 
and after decedent’s death plaintiffs 
brought suit against defendants, trustees 
under the will of decedent, for damages 
for the maintenance of a public nuisance. 
Although the court held the irustee, 
as such, answerable for any damage due 
to the public nuisance, a later Kentucky 
case! casts some doubt on the holding 
when it refers to the first case and states 
— “In that case, the question of per- 


W4Jreland v. Bowman & Cockrell, 113 S.W. 56; 
see also City of Chicago v. Prelet (Ill.) 95 N.E. 2d 
1528. 


Louisville Trust Co. v. Mogan, 203 S.W. 557. 


sonal liability of the trustee was not 
put in issue; ...” It may be that the 
plaintiff has the right to elect to pro. 
ceed against the trustee personally or in 
his fiduciary capacity. 

In a Minnesota case’® the decedent 
became the owner of a leasehold interest 
in which approximately 95 years re. 
mained on the 100-year lease. He died 
testate and the leasehold interest was dis. 
tributed to and accepted by D as testa. 
mentary trustee. D did not expressly 
assume or agree to be bound by the 
covenants of the lease. The trust became 
insolvent and the leasehold of little or 
no value. Plaintiffs, as owner of the 
reversion, sued on the covenants of the 
lease, running with the land, to pay 
rent, taxes and keep the building in 
repair, etc. The court in holding the 
trustee personally liable and referring 
to the rule of personal liability said: 
“But the rule seems so plain that its 
application cannot be escaped merely 
because of the loss resulting to a de- 
fendant guilty of no wrongdoing.” 


The court points out that the trustee, 
accepting the leasehold as a part of the 
trust property, becomes an assignee lia- 
ble on the covenants running with the 
land, so long as he is in possession; 
that the trust estate cannot be liable, 
but is only the fund out of which the 
trustee may reimburse himself for proper 
expenditures. 


Wrongful Payment 


As a general rule a trustee who pays 
or transfers trust property to the wrong 
person whether by mistake of fact or 
law, does so at his own peril,’* even 
though he acted reasonably, in 
faith or upon advice of counsel. 


good 


In a Maryland case'® the trust instru- 


W’McLaughlin v. 
255 N.W. 839. 


17Restatement of Trusts §226; 2 Scott §226; 4 
Bogert 814. 


18Gilard v. Winans, 74 Atl. 626. 
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ment directed the trustees to pay the in- 
come to D and on her death to pay and 
deliver the trust estate as D might ap- 
point by her will. D died a resident of 
France and by will gave all of her 
estate to her husband, the will being 
held to be a valid exercise of the power 
of appointment. The trustee, acting upon 
advice of what appeared to be competent 
counsel, delivered the assets to an ad- 
ministrator c.t.a. in Maryland who dis- 
tributed the property in accordance with 
the laws of France. Despite the fact that 
the court found that the trustees acted 
in entire good faith and in accordance 


| with what they thought to be the wishes 
| of the appellant husband, and on the ad- 
| vice of counsel, the trustees were held 


liable, the court stating: “If under the 
best advice he could procure he acts 


| wrong, it is his misfortune; but public 


policy requires that he should be the 
person to suffer.” 

In a Massachusetts case!® the testamen- 
tary trustee was directed to pay income 


to a named beneficiary with remainder 


over to E.C. At the time the trustees took 
office they assumed title to certain 
property was vested in them as trustees. 
Subsequently, testator’s brother and sis- 
ter claimed title to the property. The 


| trustees, after examination of the facts 


and the law, concluded the claim was 
valid. With at least the implied consent 
of E.C., the remainderman, the trustees 


| conveyed to the brother and sister. Sub- 
| sequently, E.C. changed her mind and 


notified the trustees that they had erred 


| in disposing of the property. The court 


found that a portion of the property be- 
longed to the trust and held the trustees 


| liable for its value. 


In a South Carolina”® case the will 


| directed the trustee to pay the income to 


decedent’s wife until her death or re- 
marriage. The persons entitled to income 
after the death or remarriage of the 
widow brought an action for income 





“Hendrick vw. Cleghorn, 93 N.E. (2d) 256. 
*°Rodgers v. Herron, 80 S.E. 2d 104. 


paid to the widow for several years 
prior to the action on the ground she 
had become the common law wife of one 
G. H. The trustee was held liable for 
the income paid to the widow from a 
time when it should have known of the 
marriage. Some of the sting was thus 
removed by applying the rule of rea- 
sonable care rather than of absolute 
liability. 

In a New York case”! the testator 
made a void bequest for masses. The 
trustees paid the bequest even though 
it was void. Despite the fact that re- 
covery was denied on the basis of 
estoppel, the court rejected the conten- 
tion that liability should be denied be- 
cause the erroneous payment had been 
made in good faith. The court stated 
that such was a “startling proposition,” 
because a trustee, in carrying out a 
trust, acts at “peril of being able to main- 
tain its validity when called upon,” and 
if the trustee has the “least possible 
doubt” of validity he should seek judi- 


cial instructions. 


What Protection Against Traps? 
What should the fiduciary and his 


attorney do to guard against these dan- 
gers? It is only reasonable that a 
prudent fiduciary obtain such insurance 
as may be available to cover the risks 
for which insurance will issue. Certainly, 
the failure to obtain such insurance 
would in itself be imprudent and might 
well defeat the fiduciary’s right to ex- 
oneration or reimbursement from the 
trust estate. The fiduciary and his at- 
torney should check existing policies 
and obtain such riders and additional 
coverage as may be required prior to 
assuming office. 

However, it is improbable that insur- 
ance coverage can be obtained to guard 
against the liabilities other than the 
instances of negligence. Certainly, before 
assuming the relationship or after hav- 
ing assumed the relationship prior to 


210’Connor v. Gifford, 22 N.E. 1036. 
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assuming any contractual obligations the 
trustee should satisfy himself that the 
trust or estate is solvent or that the 
action to be taken will not cause it to 
become insolvent. The right of exonera- 
tion is of little solace if there are no 
assets from which the trustee may be 
paid. 

Care should be taken in marshaling 
assets and taking possession of property 
so that the danger of liability in con- 
version is eliminated. Of course, the 
fiduciary should examine carefully all 
leases and other existing agreements and 
obtain competent legal advice on the ef- 
fect of any such documents. Particularly 
the trustee should have competent legal 
advice on questions concerning the 
legality of the trust instrument and the 
disposition of the trust income and 
property and in appropriate cases re- 
sort should be had to the courts for 
advice and direction. 

A A A 

@ John W. Remington, president of Lin- 
coln Rochester Trust Co., recently cele- 
brated his 25th anniversary with the 
bank. Formerly head of its trust depart- 
ment, Mr. Remington is a past president 
of the A.B.A. Trust Division, and was 
recently appointed by Gov. Harriman to 
the board of the newly created Business 
Development Corporation. 
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Heath Heads Illinois Trust 
Division 

At the 18th annual meeting of the 
Trust Division, Illinois Bankers Associ- 
ation, held at Springfield on April 29, 
William O. Heath was elected president 
for the coming year. Mr. Heath, who 
is vice president in charge of the trust 
department at Harris Trust and Savings 
Bank, Chicago, succeeds J. P. Green, 
vice president and trust officer of Moline 
National Bank. The newly chosen vice 
president is C. A. Webber, president of 


Champaign County Bank and Trust Co., 
Urbana. 


The morning session was devoted to 
informal committee reports on costs, 
operating manual, legislation, public re- 
lations and education, School for Trust 
Development, and trust investments,” re- 
spectively by John B. Happ, William H. 
Handrich, Merwin W. Q. Lytle, Victor 
Cullin, Harold J. Clark and Henry M. 
Bodwell. The luncheon speaker was R. 
¥. Stevenson, executive vice president of 
Allis-Chalmers Manufacturing Co. 

Feature of the afternoon meeting was 
an address on statements to trust bene- 
ficiaries, given by G. H. Arnold, vice 
president of Illinois National Bank and 
Trust Co. of Rockford. (See page 403.) 
The remainder of the program dealt 
with taxation, with William S. Dillon. 
assistant trust officer of American Na- 
tional Bank and Trust Co. of Chicago, 
discussing gifts of life insurance and 
gifts in trust for minors, and Paul E. 
Farrier, vice president of The First Na- 
tional Bank of Chicago, previewing a 
possible Revenue Act of 1956. 


*See page 396. 


a 2 A 
Trust Council Activities 


Recent meetings of Life Insurance 
and Trust and Estate Planning Councils, 
as reported to T.&E., were: 

Los Angeles—Robert H. Little, of 
the local firm of Coates, Herfurth & 
England, highlighted trends in retire- 
ment plan development. 

Northeast Florida—At this last meet- 
ing of the season Virlyn B. Moore, trust 
officer of Fulton National Bank, Atlanta, 
spoke on “Estate Planning for Florida 
Families.” 


Chicago—“How Industry Looks at 
Us” was presented by Albert Pick, pres- 
ident, Pick Hotels Corp. and Maynard 
Conklin, treasurer, Champion Paper & 


Fibre Co. 


Baltimore—“The Executor’s Role in 
the Valuation of Business Interests” was 
discussed by Frederick P. Storm, vice 
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AT ILLINOIS TRUST DIVISION MEETING 


(L. to r.) William S. Turner, member of executive committee, and vice president, Northern 
Trust Co., Chicago; Robert J. Saner, member of executive committee, and vice president 
and trust officer, Springfield Marine Bank; Henry D. Karandjeff, president IBA and 
Granite City Trust and Savings Bank; R. S. Stevenson, luncheon speaker, executive vice 
president, Allis-Chalmers Manufacturing Co.; J. P. Green, retiring president, and vice 
president and trust officer, Moline National Bank; William O. Heath, newly elected 
president, and vice president, Harris Trust and Savings Bank, Chicago; C. A. Webber, 
newly elected vice, president, and president Champaign County Bank and Trust Co, 
Urbana; P. W. Vance, chairman local arrangements committee, and trust officer, Spring. 


field Marine Bank. 





president of Union Trust Co. and Ro- 
bert K. Frey, vice president, Mercantile- 
Safe Deposit & Trust Co. This was the 


final dinner meeting of the year. 


Detroit—Dr. Edwin H. White, CLU, 
vice president and director advanced 
underwriting service with Insurance 
Research and Review Service, Inc., In- 
dianapolis, spoke on “Life Insurance 


and Estate Planning Opportunities in 
the New Code.” 


Philadelphia—Two speakers discuss- 
ed the use of settlement options or life 
insurance trusts. Frederick R. Griffin, 
of Connecticut Mutual, represented the 
insurance viewpoint, and A. C. Van 
Roden, trust officer of Provident Trust 
Co., presented the trust side. 


Pittsburgh—William A. Meyer, of the 
law firm of Kountz, Fry and Meyer, 
spoke on gifts and trusts of life insur- 
ance. 


Nashville—P. Philip Lacovara, man- 
aging editor of TRusTs AND ESTATES, 
presented an address on “When a Will 
Won't,” analyzing a number of com- 
mon provisions which have caused liti- 
gation or violence to testamentary in- 
tentions. Officers for the coming year 
were elected: President—C. D. Rippy, 
vice president and trust officer, Com- 
merce Union Bank; vice president— 
Walter Robinson, National Life and 
Accident Insurance Co.; secretary — 
W. Lane Abernathy, assistant trust offi- 
cer, First American National Bank. 

Dallas—A very comprehensive talk 
on “Gift and Estate Taxes under the 
1954 Revenue Act” was given by George 
Ray, Esq., partner of Ray & Hammonds. 


Hoosier Trust Conference 
Features Panels 


The annual trust conference of the 
Indiana Bankers Association was held 
at Richmond, April 25-26. The only 
principal address at the business sessions 
was one by Ralph Wallace of Kennedy 
Sinclaire, Inc., New York, who high- 
lighted the changes made by the 1954 
Internal Revenue Code. The Monday 
afternoon meeting was devoted to a 
panel discussion on investments, with G. 
Dana Chandler, assistant trust officer 
of Indiana National Bank of Indian- 
apolis, presiding. The participants were 
B. B. Clark, vice president and trust 
officer of Gary National Bank; Murray 
C. Trescott, vice president and trust off- 
cer, First Bank and Trust Co., South J 
Bend; and Russell G. Isenbarger, presi- 
dent, Merchants Trust Co., Muncie. 


On Tuesday morning, the revisions 
made in the Probate Code by the 1955 
legislature were considered by a panel 
whose moderator was William F. Elliott, 
vice president and trust officer of Amer- 
ican Fletcher National Bank and Trust 
Co., Indianapolis. He was assisted by 
John A. Alexander, counsel to the IBA, 
of the Indianapolis law firm of Busch- 
mann, Krieg, DeVault & Alexander; and 
John W. Houghton, of the Indianapolis 
firm of Barnes, Hickam, Pantzer & 


Boyd. 


This was followed by a movie on 
trust services. The closing luncheon was 
addressed by the president of the 
Indiana Bar Association, William S. 
Isham, of Fraser & Isham, Fowler. 
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GRACE’S Centennial Year 
marked by significant 
expansion in the U. S. 

Chemical industry 


As W. R. Grace & Co. entered its second 

century in 1954, the diversity of its world-wide 
business enterprises was reinforced by the 
attainment of a well-established position in the 
rapidly growing field of chemical manufacturing 
and processing. This substantial expansion 

of Grace’s chemical operations is part of a program 
that foresees this industry making tremendous 
strides in the service of mankind for generations 
to come. It emphasizes the forward drive that has 


marked Grace’s progress in the United States and 






Symbol of Service 
throughout the World 


CHEMICALS - TRADE - INDUSTRY - 
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in Latin America . . . in agricultural and manufacturing 


enterprises...in world trade, transportation and finance. 


@ If you would like to know 
more about W. R. Grace & Co. 
enterprisesthroughout the world, 
write for a copy of the 1954 
Annual Report to 7 Hanover 
Square, New York 5, N. Y. 


Years Ended Dec. 31 1954 
Sales and Operating Revenues. .$413,401,905 


PROERQOOMEI NS OES kobe sin 2 $ 14,794,326 


Per share of common stock based on 


average number of shares outstanding $ 3.50 
Preferred Dividends Paid...... $ 960,000 
Common Dividends Paid...... $ 6,473,299 

Per share—at rate of $ 1.75 
Net Working Capital.......... $112,206,211 
Ratio of Current Assets 

to Current Liabilities........ 2.5 tol 


Fixed Assets, Less Depreciation .$130,776,657 
Stockholders’ Equity .......... $179,960,386 
Number of 

Common Shares Outstanding. 


4,119,493 


Number.of Common Stockholders 13,697 





——Highlights of the Year’s Operations 





1953 
$330,979,665 
$ 12,585,688 
$ 3.27 
$ 960,000 
$ 5,404,151 
. 1.75 
$113,489,590 

2.6 tol 
$111,034,389 
$159,133,638 

3,667,580 
9,876 





AGRICULTURE + FINANCE - 


W. R. GRACE 2 CO. 


TRANSPORTATION 


Executive Offices: 7 HANOVER SQUARE, NEW YORK 5 
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Virginia Meet Features 


FARM SERVICES and OPERATING POLICIES 


seer COMMON TO TRUSTMEN IN 
all states: investment in equities, 
personnel recruitment and productivity, 
compensation bases and administrative 
efficiencies, were discussed at the May 
4th Trust meeting of the Virginia Bank- 
ers Association at Richmond, attended 
by over a hundred trust officials of the 
Old Dominion. But several unusual fea- 
tures developed: opportunities in farm 
management under trust and agency 
accounts, dynamic policies of staff team- 
work, and lively discussion of attorney 
relations and nominee usage. 


Experience in farm management un- 
der agency and trust agreements, de- 
scribed lucidly by W. W. Shaw, presi- 
dent of Peoples Bank & Trust Co. of 
Rocky Mount, N. C., proved an eye- 
opener. With five full-time farm man- 
agers—college trained — operating 120 
farms for 5] accounts, and a record of 
successful performance, the bank has 
not only made a cash-crop farmland a 
good-yielding investment for its benefi- 
ciaries but also acquired a large num- 
ber of wills appointments. 


Farms as Trust and Agency Assets 


Pointing out that crop insurance has 
taken much of the feast-and-famine haz- 
ard out of farming, and that application 
of modern methods and machinery can 
greatly increase yields, Mr. Shaw indi- 
cated that this service has tended to 
upgrade both the tenants and the land, 
and has been much appreciated by wi- 
dows, busy professional people or re- 
tired men, and those who wish their 
sons to have an opportunity to take over 
when old enough and under guidance 
of trained managers. This suggests a 
particularly valuable field of trust de- 
partment service for the future, as more 
people on pension seek good country 
living, and constructive interests, with 
the aid of expert supervision. 


Noting that certain conditions were 
required before acceptance of such ac- 
counts, Mr. Shaw emphasized the neces- 
sity of full discretionary powers for the 
bank, except in such matters as capital 
improvements. It is sound policy, he 
said, to continue purchases and sales 
from the original sources or outlets, 
rather than to concentrate them with a 
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few of the bank’s ™ 
customers, and the 
officers in charge 
should be _ repre- 
sentative of the 
bank and take in- 
terest in civic af- 
fairs. A much ap- 
preciated service is 
the provision to 
tenants or owners of annual reviews and 
projects. 








R. L. GORDON 
Chairman 


Compensation is on one of two bases: 
the regular 5% rate on income and dis- 
bursements (less the farmer’s half 
share) is adequate for some accounts, 
but more are now on a straight 5% of 
gross if the farm has a full-time opera- 
tor. Between a quarter and a third of 
gross is net to the trust department, in- 
cluding extra fees for special services. 
Such activities also are a source of good 
bank loans, and growth of management 
service indicates the mutuality of ad- 
vantages. 


The Human Assets 


In his inimitable way, Edward Wayne, 
first vice president of the Federal Re- 
serve Bank of Richmond, appraised 
“the two sides of banking’—the inside 
and the outside—and observed that, 
back of every business or personal suc- 
cess story is one common denominator: 
the touch of personal interest and co- 
operation. The failures of today stem 
from lack of human understanding such 
as indifference to the aspirations and 
dependencies of others, whether on the 
bank staff or around the community. 


This stems partly from the current 
fashion of training for skills or special- 
ization instead of education in the hu- 
man arts, he feels, and shows up in 
legislation and group conflicts, since 
“laws are passed not on the basis of 
what men (legislators or public) believe, 
but in whom they have confidence.” 
That is one reason why economic fore- 
casts are so unreliable; trends can be 
altered by changes in human attitudes. 


“We must develop realization that 
the way each member of the team, or 
business fraternity operates affects all: 
a bank defalcation, a rude teller, a poor 
job of estate planning or administra- 


tion reflects on all with the same identi- 
fication. The real differences between 
banks or corporations are not in their 
balance sheets but in their staffs, as 
indicated by work satisfaction and 
team spirit as well as know-how. Suc- 
cessful bosses take time to tell their 
associates what is going on and why, 
share problems with them, beginning 
with the new men in their company. 
Don’t use the hidden-ball play. It rarely 
succeeds because your own team doesn’t 
know where the ball is either, unless 
you have a good signal system!” 

Banks face a real problem with grad- 
uates able to get jobs in industrial and 
scientific fields at a starting salary of 
$5,000 and more. But dollars are far 
from the only important motivation, 
Mr. Wayne stated, citing a smaller-size 
bank where every one of the staff has 
had many opportunities to go into other 
employment, but turned down offers be- 
cause of the personal pride and satis 
faction they feel in working with their 
president and associates, and the recog- 
nition this has enabled them to attain 
in the community. 

In the same way, he said, trust busi- 
ness is measured in human values, for 
the trustee’s job is not merely to protect 
or transmit money—this is merely the 
symbol of hopes and opportunities. In 
short, the whole conflict in the world 
today lies between those people and na- 
tions who believe in the dignity of the 
individual, and those who seek the 
ascendency of a favored corps of rulers. 


Equities — and Other Investments 


In discussing the investment picture, 
Joseph A. Jennings, assistant vice pres 
ident, State-Planters Bank & Trust Co., 
Richmond, stated that trustees could 
hardly avoid the use of common stocks 
in trust accounts, assuming a continua- 
tion of the stock-bond relationship of 
the past 15-20 years. Caution at today’s 
prices is warranted but values are still 
to be ferreted out. The minimum ac- 
ceptable yield in his institution is cur 
rently 4% unless there is very good pos 
sibility of larger dividends within a two 
year term. 


Mr. Jennings referred to the value 
approach through analysis as contrasted 
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with market price and decried emphasis 
upon the latter, although timing can be 
a factor. The accepted market averages 
are far from reflecting true price levels 
of the whole market list, he said, and 
comparisons of conditions now with 
1929 are quite misleading. He also cited 
examples of defensive stocks which 
didn’t defend as well as more aggressive 
ones, and paid his respects to growth 
stocks which were, over a 1939-1953 
compilation period. not always in the 
expected groups, such as the hallowed 
chemicals. Despite the difficulties inher- 
ent in common stock selection and man- 
agement, continuing emphasis upon an- 
alytical appraisal of values rather than 
market price should support confidence 
in long-range favorable results. 


An investment panel discussion in 
the afternoon was moderated by R. L. 
Gordon, Jr.. who is chairman of the 


VBA Committee on Trusts. and vice 
president and trust officer, First & 
Merchants National Bank. Richmond: 


with A. J. V. Thelen, trust officer, Citi- 
zens Bank & Trust Co., Charlottesville; 
Miles Poindexter, II, trust officer, 
American National Bank & Trust Co.., 
Danville; and Mr. Jennings as partici- 
pants. 


The panel consensus appeared to 
favor a stock ratio of around 35-40% 
in trust accounts but sales were favored 


where price levels were deemed out of 


line on current yield and earnings pros- 
pects or if attractive tax-exempt securi- 
ties could replace such holdings to 
better advantage. Tobacco stocks, a 
traditional Virginia investment holding, 
are not in especial fiduciary favor, not 
because of health scares but because the 


s soup’s growth rate has failed to keep 


pace with population increase and the 
profit margin has been narrowing. 
Favorable yields and dividend coverage 


have influenced retention of some posi- 


tions but it is a more complex problem 
inancing warehouse stocks today with 
tbacco around 55 cents a pound than 
when leaf was at 11-15 cents. 


For investment analysis and review, 
the larger institutions are relying upon 
heir own staffs, with occasional assist- 
ance from correspondents. Standard 
latistical services are naturally used by 
ust departments of all sizes but smaller 
departments still tend to restrict their 
ivestments rather closely to govern- 
ment bonds and local mortgages. The 
‘ost of professional counsel service has 
liscouraged its general use but widened 
‘course is reported to analytical and 
review sources. 
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Administration Efficiencies 


Nominee registration attracted much 
comment, with consensus of the panel— 
led by W. R. S. Curtis, trust officer of 
Petersburg Savings and American Trust 
Co.—that it is desirable and effective 
for any trust department, practically 
regardless of size. Securities of all pos- 
sible accounts —trust and agency — 
should be put in nominee name, prefer- 
ably using different nominee partner- 
ship for each type in view of tax in- 
formation returns. 


Questions on personal trust fees oc- 
cupied more discussion time than any 
other topic, both from the floor and 
panel members Edwin R. MacKethan, 
vice president and senior trust officer of 
National Bank of Commerce, Norfolk; 
Howard A. Holland, trust officer of 
Shenandoah Valley National Bank, Win- 
chester; and John T. Percy, trust officer 
of Lynchburg National Bank & Trust 
Co. While fee-splitting is acceptable in 
some cases—as where business or per- 
sonal or tax aid is provided—it is the 
exception, and the consensus was that 
Virginia’s “reasonable compensation” 
custom works justly to cover unusual 
conditions. 


Customer requests for the bank to 
prepare a will or trust agreement—or 
codicils or revisions—are frequent, and 
it was generally felt that any document 
making ultimate disposition of such 
property rights should be done by at- 
torneys and said attorney retained for 
the estate or trust. Outlines or draft of 
clauses indicated as needed to carry out 
the client’s wishes, however, are consid- 
ered a real aid to lawyer, who gets little 
enough compensation for drafting, in 
the opinion of the trustmen present. 


Commenting on the frequent remark 
of trustmen that the 50c dollar (com- 
pared with past years) imposes a hard- 
ship and makes fees inadequate, it was 
pointed out that—where the state has 
a fair basis to begin with and proper 
acceptance practices obtain —this is 
largely offset by the larger number of 
accounts with higher values, but the 
time is believed coming for annual 
charges on principal where not now in 
effect. Adjustments where the executor 
and trustee are the same were also 
favorably considered. 


On the growing importance of the 
business as compared with legal aspects 
of estate and trust work, the case was 
cited of a bank taking over a store 
with a large stock of Christmas goods, 
whose proprietor died as the season be- 
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gan. The corporate fiduciary staff took 
inventory at night, arranged for ad- 
vertising and display and clerical help 
and sold at a good profit to the estate 
before putting the business up for sale. 


Other matters discussed covered 
short-term trusts, preparation of tax 
returns, retention of old records and the 
value of common trust funds. 


AAA 


$700,000 Trust Fund from 
TV Appeal 


The $700,000 Dr. Laurence C. Jones 
Foundation to provide scholarships for 
Piney Woods Country Life School was 
established with appropriate ceremonies 
on April 6, with Deposit Guaranty Bank 
& Trust Co., Jackson, Miss., as trustee. 


The $700,000 comprised thousands of 
contributions sent in response to a re- 
quest for scholarship funds made by 
Ralph Edwards on his “This Is Your 
Life” TV program, December 15, 1954, 
when the life of Dr. Jones, founder and 
principal of the school, was featured. 
Only the income will be used, and 
alumni of the school have already 
pledged themselves to increase the total 
to an even million dollars. Letters con- 
taining donations from dollar bills 
to checks for $1,000 flooded in to little 
Piney Woods Post Office. One mail 
brought 40 sacks, and the bank started 
picking up the mail and taking it to its 
building, where 126 employees set tables 
in the lobby and worked afternoons and 
evenings for a week counting the money 
under supervision of the bank’s officers. 


The tremendous outpouring of gifts 
is understandable when one knows the 
story of the School. Dr. Jones came to 
Piney Woods in 1909 fresh out of college 
with a diploma and $1.65. His first 
student literally sat on the .other end 
of a log. When winter came the boys and 
the teacher cleaned out an old cabin 
and turned it into a school building. 
From then on the school grew by faith 
























Aerial view 


and hard work and kind friends till now 
it is valued at more than half a million 
dollars, with well tended grounds cover- 
ing 1600 acres. Students from 15 states 
and Mexico number 500, and with their 
teachers make bricks, erect buildings, 
and raise 60% of the food supply. 
The school is fully accredited by the 
Mississippi Accrediting Commission, and 
every graduate must be proficient in 
two trades, so that if work is scarce in 
one, he can turn to the other. As if this 
were not enough, the school also trains 


handicapped children. 


These facts, as well as the $700,000, 
explain why the formalization of the 
scholarship trust was attended by Gover- 
nor Hugh White, bank president W. M. 
Mounger, vice president and trust off- 
cer Noel L. Mills, and a host of educa- 
tors. The principal address was given by 
A. Boyd Campbell, president of the 
United States Chamber of Commerce. 


Signing ceremonies took place in the 
“shed” — now improved and enlarged 
— which Dr. Jones first used for a 
schoolhouse, following the program of 
addresses and music conducted in the 





Some of the mail at De- 
posit Guaranty Bank & 
Trust Co., Jackson, Miss., 
which brought $700,000 
in response to a TV ap- 
peal by Ralph Edwards 
on “This Is Your Life” 
in behalf of Piney Woods 
Country Life School. Pic- 
tured here is Dr. Laurence 
founder and 


principal. 


C. Jones, 





of Piney Woods Country Life School 





school chapel. The school newspaper on 
January 15, when the new fund had 
reached the amount of $628,000, said, 
“In olden days all of this would have 
come down to us as a miracle.” Miracle 
or not, it is a fine example of what gen- 
erous hearts and modern know-how can 
accomplish in a worthy cause. 
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Trust Department Questions 
In Know-Your-Bank Contest 


“How many people are employed in 
the trust department?” and the number 
of trust accounts were among the ques: 
tions set up for a guessing contest dur- 
ing the recent Know-Your-Bank open 
house at Equitable Security Trust Co., 
Wilmington, Del. Each floor of the bank 
had a question and visitors filled in 
answers and names and addresses on 


cards provided by the bank. 


Four were tied for first place on the 
trust department employee question, 
each having missed the right answer 
(71) by only one. Winner on the nun- 
ber of trust accounts was seven-year-old 
Billy Bishop. The right answer was 1,842 
and he guessed 1,834. When the contest 
was first announced, Billy and his stock- 
holder family studied the bank’s 1954 
annual report, with the result that the 
lad won three prizes. In all, one $50 
bond and ten $25 bonds were given out 
by executive vice president Edwin P. 
Neilan to the winners among the 74 
contestants. 


Other questions included the numbet 
of stockholders, the number of personal 
installment loans made last year, the 
number of deposit accounts of all sorts, 
and the number of officers and em 
ployees. 
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STANDARD OIL COMPAN Y anpv1ana) 


and Subsidiaries Report on: 


Ten Years of Progress...1954 Operations and Earnings 


THE YEAR 1954 rounded out a decade since Chairman Robert E. 
Wilson and President A. W. Peake were elected to the two principal 
management positions at Standard Oil. 


Briefly, during that 10-year period: 


ES OR SP TEP O TCT Increased 133% 
MET SINT OOOIE oso. 5 o3e 5 ick s oc cee slewic'vie ee’ Increased 99% 
Comparing 1954 with 1945: 
Net production, crude oil and natural gas ~— sa eee cae Up 39% 
Net production of natural gas. StS fas Gaien keds = Up 321% 
ee CUE MORIN ENITINIDD . . 55.0. ssc cwses stiecccewece sks Up 88% 
Refinery input NE a 6.5 dian up 5, nish asin Sasa eG PRR Up 81% 
RIN oa a gS ON dco aw selec onsen Up 169% 
CU Seo gol rire. Eh ic eH ae Up 133% 
Dividends paid (in total value).......................00-- Up 186% 


Capital expenditures amounted to $284 million in 1954, and will 
= over $5 200 million in 1955, bringing total expenditures for 
ansion and modernization since the end of the war to over $2 
ion. About half of expenditures this year and next will be for 
Rodectlon. 

Substantial additions to Standard’s proven net oil and gas 
reserves resulted in 1954 from significant discoveries on the Gulf 
Coast, and in West Texas and Wyoming. The company is also a 
major participant in the recently discovered Pembina field in 
Alberta, Canada, which appears to be the largest and most impor- 
tant yet discovered in that country. 

The new 30,000 barrel-per-day refinery at Mandan, North Dakota, 
was completed and put on stream as scheduled. Two new Ultra- 
formers were erected, and work started on three more. Ultraforming 
is a process invented by Standard Oil scientists to raise the octane 
number of straight-run — Notable refining improvements 
are being made at other locations. Plans have been completed by 
American Oil Company, a subsidiary, for a new refinery at York- 


town, Virginia, with a capacity of 35,000 barrels et om 

New products were introduced in 1954 as a result of our research. 
Additional research accomplishments last year will lead to further 
improvements in processes and products. During the year Standard 
Oil and its subsidiaries together filed the greatest number of patent 
applications in their history. 
SALES IN 1954 totaled $1,621,000,000 compared with $1,665,000,000 
in 1953. The decline in sales volume was more than accounted for 
by reduced sales of crude oil, heavy fuel oil and military aviation 
gasoline. A substantial pick-up in sales was noted at year-end. 


NET EARNINGS FOR 1954 WERE $117,160,000. This was equal to 
$3.73 a share, based on the average number of issued shares, 
adjusted for a 100 per cent stock dividend distributed in December, 
1954. The comparable earnings figure for 1953 was $4.06 a share. 
Standard’s earnings in 1954 were adversely affected by a sharp cut 
in crude oil allowables, especially in Texas, and a generally weak 
products price structure. 

DIVIDENDS IN 1954, after adjustment for the stock dividend, and 
including the market value on date of distribution of the dividend 
in capital stock of Standard Oil Company (New Jersey), were 
$2.083 a share. On a comparable basis, dividends paid in 1953 were 
equal to $1.932 a share. Dividends were paid in 1954 for the 61st 
consecutive year. 

EMPLOYEES AT THE END OF 1954 numbered 51,270. Last fall about 
26,300 employees held stock in the company. Our wages continued 
to be competitive within the industry, and among the highest of all 
manufacturing. At year-end, a careful study was being made of 
revisions to improve some of our benefit plans. 

STOCKHOLDERS NUMBERED 122,100 at year-end. Beside the shares 
held by individuals and in joint accounts, our share owners last 
fall included 9,900 businesses and trusteeships and 900 institutions, 
such as churches, hospitals, and schools. 


This record of progress reflects our improved ability to serve our customers and demonstrates the splendid support and cooperation of our employees. 





CONSOLIDATED STATEMENT OF INCOME 
for the Years 1954 and 1953 





1954 1953 
Sales and operating revenues............. $1,660,343,193 $1,709,510,619 
Dividends, interest, and other income.... . 16,195,654 19,893,235 


"Tetel WAGON oes 5 oc kei ciscec ss $1,676,538,847 $1.729,403,854 





DEDUCT: 

Materials used, salaries and wages, oper- 
ating and general expenses other than 
thoes hw DEIOW «5.6. 6 visi ein a saids 

Depreciation, and amortization of emer- 


$1,347,519,754 $1,380,053,147 


gency favilition..............-.-208. 77,195,905 66,417,432 
Depletion, amortization of drilling and 

development costs, and loss on retire- 

ments and abandonments............ 45,935,491 46,979,844 
Federal taxes on income..............- 29,471,000 53,055,000 
Other taxes (exclusive of taxes amounting 

to $264,952,000 in 1954 and $254,523,000 

in 1953 collected from customers for 

government agencies)................ 44,552,531 41,674,330 
SE Ee Oe eee ee 11,301,377 11,002,150 
Minority stockholders’ interest in net 

earnings of subsidiaries.............. 3,406,021 5,395,554 





Total deductions............ 
Le ae ee eh ee ee eee 


$1,559,382,079 
$ 117,156,768 


$1,604,577,457 
$ 124,826,397 











Copies of the 1954 Annual Report are available on request as long as the supply 
lasts. Write Standard Oil Company, 910 S. Michigan Avenue, Chicago 80, Illinois. 





THE STORY IN FIGURES 








FINANCIAL: 1954 1953 1952 
Total income.......... $1,677,000,000 $1,729,000,000 $1,617,000,000 
Net earnings........... 117,160,000 124,830,000 119,980,000 
*Net earnings per share. $3.73 $4.06 $3.91 
+ Dividends paid....... $48,780,000 $46,620,000 $46,870,000 
} Dividends paid pershare $2.083 $1.932 $2.010 
Earnings retained in the 

ha Se an $68,380,000 $78,210,000 $73,110,000 
Capital expenditures... . $284,300,000 $209,200,000 $204,300,000 
Total assets, at the year 
"SORA er $2,187,000,000 $2,036,000,000 $1,964,000,000 
Net worth, at the year 
OS ie Bots hace dco 1,574,000,000 1,437,000,000 1,357,000,000 
§Book value per share, at 
the year end......... $48.48 $46.70 $44.17 
PRODUCTION: 
Crude oil and natural gas 
a barrels per day, 
shah geod Wicd area tae lara ate 249,600 268,100 265,800 
Oil walle owned, net, at 
the yearend......... 9,764 9,442 9,194 
Gas wells owned, net, at 
the peer end. ........ 1,763 1,522 1,307 
MANUFACTURING: 
Crude oil and natural gas 
liquids processed, bbl/ 
RRSP Le 579,500 587,600 534,400 
Crude running capacity, 
at year end, barrels per 
OP Te eee 657,700 612,800 569,000 
MARKETING: 


Total sales in dollars.... 
Sales of crude oil, barrels 
Sales of natural gas, thou- 


$1,621,000,000 $1,665,000,000 


$1,550,000,000 
113,200,000 132,300,000 1 


38,000,000 


sand cubic feet.. 393,400,000 367,500,000 315,800,000 
Sales of petroleum prod- 
ucts, barrels......... 217,200,000 224,700,000 211,700,000 
Retail outlets served, at 
the year end......... 30,710 30,900 31,040 
TRANSPORTATION: 
Pipelines built, miles. ... 1,163 1,484 720 
Pipelines owned, at year 
ere eee 17,550 17,540 16,740 
Pipeline traffic, million 
memes miles. . 140,500 142,500 138,900 
Tanker and barge traffic, 
million barrel miles. 81,290 101,100 97,850 
PEOPLE: 
Stockholders, at the year 
OAD SP eet eb io 122,100 117,800 117,600 
Employees, at the year 
ee ee ee ee a ee 51,270 50,870 51,440 


*Based on average issued shares each year, but after adjustment for the 
100 per cent stock dividend in 1954. 

T““Dividends paid” include the value on this Company’s books of the 
Standard Oil Company (New eng A stock distributed as a dividend. 
“Dividends paid per share” (which have been adjusted for the stock 
dividend in 1954) include the market value of the Jersey stock on date of 
distribution. 

§Adjusted for the 100 per cent stock dividend in 1954. 


New Law Eases Stock Gifts 


to Minors 


When President Keith Funston of the 
New York Stock Exchange on April 22 
presented nineteen-share certificates for 
American Telephone and _ Telegraph 
Company stock to each of the young 
people in the accompanying photograph, 
it represented a “first” of major signi- 
ficance to the American free economy. 
Until their father, State Senator Howell 
Hollis of Georgia, sponsored the enact- 
ment in early March of the first state 
law eliminating barriers to ownership 
of stock by minors, parents usually 
avoided stock gifts because of the tech- 
nicalities involved. Now certificates can 
be registered in Georgia in the name of 
the parent as custodian for the child, a 
minor, and sold when and as deemed de- 
sirable. 


Colorado enacted a similar law on 
April 14th and bills have been intro- 
duced in Connecticut, Iowa, Maryland, 
Massachusetts, New Jersey, Ohio, Cali- 
fornia and Texas. The value of such 
legislation, apart from simplification of 
procedure, lies in the opportunity it af- 
fords to bring up young people in a 
practical understanding of how the econ- 
omy operates and what it means to be 
part owner of a productive entity. Mr. 
Funston, in presenting Senator Hollis’ 
gifts to the children, thus witnessed the 
first result of the suggestion he made at 
the National Association of Securities 
Administrators’ Convention last Septem- 


ber. 
A & A 


Louisiana Trust Committee 
Seeks Expansion and 
Legislation 


To stimulate greater interest in the 
development of trust activities within 
the Louisiana Bankers Association, the 
Trust Committee recommended to the 
annual meeting on April 26 the appoint- 
ment to the committee of representatives 
of banks actively engaged in trust busi- 
ness, particularly one member each from 
Alexandria, Baton Rouge, Lafayette, 
Lake Charles, Monroe, New Orleans and 
Shreveport. The committee, which is 
headed by C. A. Broussard, vice presi- 
dent and trust officer of Guaranty Bank 
& Trust Co. Alexandria, had met earlier 
in the month to discuss a number of 
legislative proposals, including the fol- 
lowing: 


Clarification of the statutory language 
with respect to the term of a trust. 


Complete exemption, or at least on 
a reciprocal basis, of income derived 


402 


x. ws 


Stock Exchange President Keith Funston presenting stock to children 


under new Georgia law. 





from stocks and bonds held in trust 
for a nonresident beneficiary 


Establishment of a code of court pro- 


cedure for trusts and estates. 
A A A 


600 Lawyers Attend Bank 
Forum 


More than 600 attorneys from eight 
counties convened at the Hotel Statler 
in Buffalo on April 22 as guests of the 
Marine Trust Company of Western New 
York, to hear Logan Fulrath of the New 
York City Bar speak on the practical 
aspects of will drafting. This was the 
fourth annual meeting of its kind. Mr. 
Fulrath emphasized the importance of 
periodic will review to reflect changes 
in family status, assets and legislation. 

A A A 


New Faculty Members at 
New York Trust 


New Business School 


Three new members of the 1955 facul- 
ty of the Trust New Business School 
sponsored by the Trust Division of the 
New York State Bankers Association 
have been announced by School Com- 
mittee chairman, William B. Ogden, III, 
trust officer of Merchants National Bank 
& Trust Co., Syracuse. 


Earl S. MacNeill, vice president of 
Irving Trust Co., New York, will give a 
five hour course in Estate Planning. 
Harry W. Hepner, consultant to the ad- 
vertising firm of Batten, Barton, Dur- 
stine & Osborn, will conduct a four 
hour course on the Psychology of Sell- 
ing, and William E. Murray, New York 
attorney with the firm of Davies, Hardy 
& Schenck, who is presently chairman 
of the committee on Income to Trusts, 


Estates, Beneficiaries and Decedents, Tax 
Section of the American Bar Association. 
will analyze and explain the 1954 Reyv- 
enue Code as it affects trust business. 

The School meets June 6-10 at the 
New York University School of Law, 
Washington Square, New York City. Ap- 
plications are already being received. 

A sz & 


Committees for Western 
Regional Trust Conference 


Named 


Committees for the 29th Western 
Regional Trust Conference of the Amer- 
ican Bankers Association, to be held 
in the St. Francis Hotel in San Fran- 
cisco, October 13 and 14, have been 
named by George C. Barclay, president 
of the A.B.A. Trust Division, and vice 


president, City Bank Farmers Trust Co., § 


New York City. R. V. Walsh, vice presi- 
dent and trust officer, Crocker First Na- 
tional Bank of San Francisco, will be 
general chairman of* the Conference. 
with Albert J. Callahan, trust officer, 
Wells Fargo Bank, San Francisco, chair- 
man of the Program Committee. Other 
committee chairmen are: 


Entertainment: Roy R. Zellick, vice 
president and trust officer, Anglo Cali 
fornia National Bank. 

Finance: Emil A. Andker, trust off 
cer, Bank of California N. A. 

Hotel and Registration: Gerald F. 
Kelleher, vice president, Bank of Amer- 
ica N.T. & S.A. 

Publicity: Leo J. Murphy, assistant 


cashier, First Western Bank and Trust 


Co. 
Ladies Entertainment: Mrs. Philip 5. 
Dalton. 
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TRUST STATEMENTS TO BENEFICIARIES 


SURVEY LEADS TO MODEL FORM 


GEORGE H. ARNOLD 


Vice President-Trust Officer, Illinois National Bank & Trust Co., Rockford 


ITH THE STEADY GROWTH OF TRUST 
business volume, the prepared 
statements of Trust Departments to bene- 
ficiaries, donors, or remaindermen pre- 
sent an ever increasing problem. The 
primary objective of a statement is to 
convey the activity of the account during 
a certain period . . . covered by the 
report of receipts and disbursements. 
The next objective is to report on the 
condition of the account at a given date 
. covered by the list of assets. To 
assemble all such information in a con- 
cise and comprehensive form, yet sim- 
ple enough for a layman to understand, 
and without too much labor in its 
preparation, is the problem. 


During the past few months I have 
assembled statement forms of some 
twenty banks in Illinois, including sev- 
eral from Chicago, and one from Flor- 
ida. A study of these statements dis- 
closes complete lack of “uniformity.” 
Since we are all attempting to convey 
the same message it’s almost shocking to 
find such dissimilarity. 


I do not mean to include the Chicago 
banks, and what applies to them is 
equally applicable to all of the large 
trust companies. For a long while most 
of these larger trust departments fur- 
nished their customers with photostatic 
copies of ledger sheets, yet they have 
adopted changes from time to time, and 
all of the Chicago banks went over to 
tabulating type accounting machines 
some years ago. Even in the last year two 
of them have installed the newest devel- 
opment in electronic accounting equip- 
ment that is tantamount to perfection. 
Written by machine on a soft colored 
paper, using no abbreviations or sym- 
bols, no asterisks or hieroglyphics, com- 
plete in substance yet without too much 
detail and even including in one case a 
leather covered looseleaf binder, there 
is little wanting. 


I have been asked to try to find the 
answer to a perplexing question — “To 
what extent and in what form should the 


e_ 


Before Illinois Trust Division, April 29. 
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smaller trust departments make state- 
ments to their customers in such manner 
that the labor involved will not be ex- 
cessive?” To better understand the lack 
of uniformity, and to illustrate the prob- 
lem, I must cite a few examples. 


Getting Down to Cases 


“X” Bank: A printed form of state- 
ment is used following the form of the 
ledger sheets. The statement contains 
too many abbreviations, shows daily 
cash balances and appears to be difficult 
for a beneficiary to comprehend. The 
assets statement is called “Invested Prin- 
cipal” showing securities by addresso- 
graph plates which again incorporate 
abbreviations meaning nothing to the 
customer. When mailed there is included 
a printed letter repeated here verbatim. 
“We enclose a report covering the period 
indicated for the above account.” 


“Y” Bank: Its statement appears on a 
printed blank form with good headings 
and columns for date, description, re- 
ceipts, and balances. Abbreviations are 
used frequently and daily balances are 
carried forward. There are separate 
statements for principal cash and income 
cash. Unnecessary details are shown 
such as the name of the broker and in 
the “Invested Account” the numbers of 
bonds and the numbers of the stock cer- 
tificates. The statements are accompa- 
nied with a letter as follows: 


“Dear Mrs. Blank: 


We are enclosing quarterly state- 
ment of the Blank Trust for the pe- 
riod ending December 31,.1954, show- 
ing receipts, disbursements and se- 
curities on hand. Your check for the 
balance of income to December 31, 
1954, amounting to blank dollars is 
enclosed herewith. 


If there are any exceptions or cor- 
rections on the enclosed statement, 
please notify the undersigned. 

Very truly yours, 
Comptroller” 


The statements are also accompanied 
by a receipt to be signed by the recipi- 
ent certifying that he has examined the 
accounting and ratifies it as follows: 


“The undersigned, Joe Doakes, does 
hereby acknowledge receipt of a dup- 
licate of the attached and foregoing 
report and accounting, from the “Y” 
Bank, Trustee under Trust Agreement 
dated November 20, 1950, said admin- 
istration of the Trust being from the 
first day of January, 1954 to and in- 
cluding the thirty-first day of De- 
cember, 1954. The said report consists 
of four (4) pages, including this page. 


The undersigned further certifies 
that he has examined said accounting 
or report of said Trustee and acknowl- 
edges the same to be true and cor- 
rect in all respects and ratifies said 
receipts and disbursements of said 
“Y” Bank, as such Trustee covering 
this period. 


Dated this — day of 1955. 


” 





“Z” Bank: This bank uses a photo- 
static copy of its ledger sheets both for 
principal cash and income cash, difficult 
for the customer because in this bank 
they include many details such as these: 


“Interest due 5/1/54 — U. S. Sav- 
ings Bonds Series G dated 5/1/45 and 
11/1/47 — $100.00” 


or 


“Cook Tree Surgery — Taking out 
dead Elm, cleaning and hauling away 
debris—916 West Prairie—$100.00.” 


The list of assets, headed “Memoran- 
dum of Securities,” gives not only the 
due dates of bonds but many details as 
well, not of particular value to the bene- 
ficiary. The list of mortgages includes 
not only the date, rate of interest, and 
due date, but also the date of the mort- 
gage note, and the original amount of 
the mortgage and the address of the 
property. The stocks listed include name 
of company, book value, class of stock, 
par value and number of shares. 


These statements are also accompa- 
nied by a letter, to-wit: 
“In Re: Blank Trust. 


We enclose herewith a statement of 
the trust account indicated above, for 
the period 


From January 1, 1954 
Through December 31, 1954. 
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The statement consists of a photo- 
static copy of our cash ledger sheet(s) 
for the trust for the period indicated 
above and a typewritten list of the 
securities held for the trust. 

The enclosed check is in payment 
of income as shown on the enclosed 
statement. 

The principal amount, or “corpus,” 
of the trust (except real estate hold- 
ings, if any,) is obtained by adding 
the amount of Principal cash on hand 
at the close of the period to the total 
amount of securities as shown on the 
enclosed list of securities. 

If you have any questions regard- 
ing any matter connected with the 
trust, we shall be glad if you will 
let us know.” 


TRUST 
SERVICE 
IN 
MARYLAND 


Competent and complete 


fiduciary services 


MARYLAND 
TRUST 


COMPANY 


| 


Baltimore 3, Maryland 


MEMBER FEDERAL RESERVE SYSTEM 
FEDERAL DEPOSIT INSURANCE CORPORATION 
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“R” Bank: This bank also furnishes 
photostatic copy of ledger sheets com- 
bined in one to show both income and 
principal accounts. Not too many details 
appear on the ledger sheets except that it 
is doubtful whether it is necessary to 
show in full such items as: 


“Standard Oil Co. of Indiana—Cap- 
ital Dividend No. 112 at .50 per share 
—$28.00.” 


“Purchase 100 shares X Company 
Preferred Stock @ 32% $3,250.00 
plus charges $26.55 — Registered in 
the name of Marshall & Co. — $3,- 
250.00.” 


The list of securities is made up of 
addressograph plates. These show par 
value, number of shares, class of stock, 
class of industry, rate of interest, date 
due, market value, book value, number 
of trust, and indicate with a “P” or “I” 
whether security is purchased or in- 
herited. It is obvious that these plates 
indicate these details not so much for 
the beneficiaries information but for the 
benefit of the Trust Investment Com- 
mittee. 


Statements are accompanied by this 
letter: 


“We are enclosing our report as 
Trustee of the Joe Doe, Sr. Trust for 
the period December 1, 1953 to De- 
cember 1, 1954. We are also enclosing 
a list of investments owned by the 
account showing market values as of 
December 1, 1954. 


We would gladly answer any in- 
quiries if there are any items in the 
report on which you would like to 
receive additional information.” 


Brevity Can Be Overdone 


Bank “S”: No printed form whatever 
is used. Statements of both receipts and 
disbursements and lists of assets are 
wholly typewritten and the finished work 
does not even enjoy the blessing of a 
manuscript cover. This bank makes short 
work of its statements. 


All dividends are grouped without 
showing the dates of their receipt as an 
example — 


Dividends 


Anaconda Copper $279.00 
Commonwealth Edison . 350.00 
Goodyear Tire & Rubber 853.00 
Swift & Company 


This same thing applies to disburse- 
ments — no dates are shown but in an 
annual report all of the disbursements 
to a given person are totaled in one 
amount. 


The list of assets is called “Securities 
Held” and shows market value. 


Bank “T”: This bank uses a printed 
form of statement but composition of 
printing leaves much to be desired. The 
statement shows trust number, capacity, 
period of accounting, with headings for 
date, item and account only. It is sent to 
beneficiaries without any letter. 


Bank “U”;: Statements are made on 
unprinted forms. Income and Principal 
statements are not separated with one 
following the other but are separated 
only by columns. In this manner a repe- 
tition of names is avoided such as re. 
ceipts of payments on mortgages. 


In the list of disbursements if there 
are many similar disbursements that is 
to say to the same person or institution 
the name is shown followed by the 
month and amount of each payment with 
a total for the entire period. 


Following the receipts and disburse- 
ments is a recapitulation which shows 
the amount of cash on hand in both the 
income and principal accounts. 


Then follows an “Asset Account as of 
10/4/54” and this list shows the par 
value, name, rate of interest, maturity 
of bonds, the unpaid balance of mort- 
gages, the name of the mortgagor, the 
rate of interest, the due date, and in the 
case of stocks, the number of shares, the 
name of the company, and the class of 
stock. It does not show the market value. 


These statements are then dignified by 
a pale blue manuscript cover on which 
appears printed the name of the bank. 
No letter accompanies this statement. 


Bank “V”: This bank’s statements are 
reported on a printed page with good 
headings. Income receipts and disburse- 
ments are listed first followed by Princi- 
pal receipts and disbursements. There 
is an abundance of detail such as: “Em- 
pire Fuel Gas Co. — Coupon ($25.00 
less postage .41) — $24.59” or in dis- 
bursements appears an item “Quarterly 
fee for acting as Trustee (14 of 1% of 
market per annum).” 


In the list of securities the number of 
the trust is shown on each security and 
also the dates of interest payments and 
the amount of interest. In the case of 
bonds it is also indicated whether the 
bonds are callable or not and if so the 
call price. 


Statements are accompanied by 4 
letter. 


“W” Bank: Statements are made on 
an unprinted page with income cash and 
principal cash separated. The statements 
abound with typewritten details, many 
repetitious, and with no attempt made 
to use ditto marks. For instance under 
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DATE 
12/31/53 
1954 
Jan. 2 

4 

16 

18 

20 

Feb. 4 
18 
Mar. 1 
4 

18 

19 
Dec. 4 
8 

16 

18 
1954 
Mar. 7 
Apr. 27 
} May 11 
July 29 
Aug. 28 
Sept. 11 
30 

Oct. 7 
Dec. 31 
12/31/54 
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MODEL STATEMENT TO BENEFICIARIES 


TRUST DEPARTMENT 


THE ILLINOIS NATIONAL BANK & TRUST CO. OF ROCKFORD 


Rockrorb, ILLINOIS 


Trustee/ Will — 


RECEIPTS 


Cash on hand as shown in last report — 


US Series G — Bond Interest 1/1/54 _.... 
New York Steam Corp. — Bond Interest 1/1/54 _ 
United States Gypsum Co. — Dividend 
Eastman Kodak Co. — Dividend 
1.0, Penner Oe; — mien 2 
National Tea Co. — Rent for January __. 

American Telephone & Telegraph Co. — Dividend - 
International Harvester Co. — Dividend —...---- =. 
Richard Roe — Mortgage Interest & Principal In Full _. 
Quaker Oats Co. — Dividend __ 








Henry Victor — Mortgage Interest & Principal to 
iT , | Reeamens Roel ee Sia RO Ow ee wae a 

National Tea Co. — Rent for February _....-.- = 

Henry Victor — Mortgage Interest & satitaea to 
2/20/54 ce . 

Bankers Building Land Trust Certificate — “Rent ‘to 
3/1/54 - 





F. W. Woolworth Co. - — . Dividend . 
National Tea Co. — Rent for March _ 








Henry Victor — Mortgage Interest & Principal to 
i, |, | ene 

George Rogers — Mortgage Interest & Principal to 
* aK a * * * * 


National Tea Co. — Rent for December __ 
Karl Martin — Mortgage Interest & Principal to "12/7/54 


Joseph Tuttle — Mortgage Interest & Principal to 
12/16/54 ___. 

Henry Victor — Mortgage Interest | fs Principal | ‘to 
BY rs hy eee ee ek 





Total Receipts 


DIsBURSEMENTS 


Federal Income Tax for 1953 - ~ fe! 

First Installment General Real Estate ‘Taxes for 1953 ¢ on 
property at 239 South Main Street — 

Pérsonal Property Tax for 19635 — ___.__ 

Premium for Fire & Extended Coverage Insurance on 
property at 239 South Main Street _...-____ 

Purchase of 100 shares Commonwealth Edison Co., 
Common Stock @ 44% __ 

Second Installment General Real Estate. Taxes for 1953 
on property at 239 South Main Street 
Purchase of 100 shares Diamond Match Co. 

ee es Sree. 8. Loe 
Annual fee of Trustees to September 30, 1954 ene Dee 
Purchase of $4,000 4.50% Mortgage of Earl Martin 
_ due 10/7/59 __.. 
12 equal monthly payments of $225 each to William Doe 
One-half surplus income to Rockford Memorial Hospital 
5 a ea £8 CS ee eee 
One-half surplus income to Children’s Home of Rockford 


‘Common 











Total Disbursements 


RECAPITULATION 
Total Receipts 
Total Disbursements ____. 








Cash on Hand 





Statement of Receipts and Disbursements covering period from Jan. 2, 1954 to Dec. 31, 1954 











INCOME PRINCIPAL 
$ .00 $ 4,095.75 
62.50 
52.50 
17.50 
50.00 
65.00 
275.00 
56.25 
100.00 
75.00 3,000.00 
70.00 
30.91 44.09 
275.00 
30.72 44.28 
68.75 
50.00 
275.00 
30.53 44.47 
103.50 200.00 
275.00 
14.86 25.14 
300.00 500.00 
28.61 46.39 
$ 7,440.91 $13,332.93 
$ 863.32 $ 
426.39 
37.92 
132.20 
4,466.17 
426.39 
4,796.82 
595.25 
4,000.00 
2,700.00 
1,129.72 
1,129.72 
$ 7,440.91 $13,262.99 
$ 7,440.91 $13,332.93 
7,440.91 13,262.99 
$ .00 $ 69.94 


(A list of the assets held in the account at the year-end is also included, classified by type 
of security. Bonds and mortgages show value, name, interest, and maturity ‘date. Stocks show 
tumber of shares, name, and dividend rate, if preferred.) 
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the receipts are these words “REC’D of 
Roberts Furniture Company as rent for 
July, 1954—$250.00” or “REC’D inter- 
est on $2,800 U. S. Savings Bond Series 
G” and despite twelve items covering 
these same receipts this same language 
is repeated. 


Following the recapitulation of in- 
come cash and principal cash is a list 
of securities merely headed “Securities” 
which list includes the serial number of 
all of the bonds or other securities. And 
despite the fact that there are as many 
as sixty different bonds of the U. S. 
Series G issue each bond is shown in 
full. In the disbursements the abbrevia- 














First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘‘staff and line’”’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line” 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 




















tion “PD” is used on every item and 
instead of showing an item such as 
“Trustees fee for 1954” this item reads 
“PD Fifth National Bank of Podunkville 
for Fee 1954.” The statement is accom- 
panied by a letter. 


Our good colleague is obliged to file 
such statements when for Trustee/Will 
Accounts with his local Circuit Court 
with notice to beneficiaries for purpose 
of a hearing thereon. 


Statements Not Good Enough 


There are 177 trust companies or 
banks with trust departments doing a 
trust business in Illinois. Only seven or 
possibly nine can be considered so-called 
“Big-Operators,” meaning that the rest 
of us or roughly 168 banks are sending 
out statements so dissimilar in style and 
content that they merely follow a style 
adopted years ago in a particular bank 
or express the ideas and wishes of the 
incumbent trust officer. These statements 
are not good enough. While they satisfy 
our desire or perhaps our duty to fur- 
nish periodic information, they fall far 
short of supplying the recipient with the 
information to which he is entitled. 


Why haven’t we done a better job? I 
found the answer the same in all shops 
— there was no demand from the cus- 


tomer for a better statement. Moreover, 
in those departments where improve- 
ments are constantly being made it was 
admitted that these innovations were 
completely their own idea for expediting 
preparation of statements and improving 
the information for the client. Down- 
state however where growth has been 
slower, where there are many one man 
Trust Departments, where the volume 
hardly justifies expensive machinery, 
and where new ideas are slowly adopted 
we have been reluctant to make changes. 


One of the statements cited above was 
that of our own Trust Department, but 
as a result of this study we have come 
up with a form of statement which we 
are now putting into effect, which in our 
opinion incorporates all of the salient 
features of a good statement, involving 
not too great an amount of labor in its 
preparation and one that is compre- 
hensible by the customer. The model is 
shown on page 405. 


To explain the statement somewhat, 
here are some “Dos” and “Don’ts”: 


“Dos” 


1. Since the ledger is the basis of 
the statement do develop the habit of 
using uniform expressions in making en- 
tries in the ledger sheets. 














¢ PHILADELPHIA NATIONAL BANK has 
outstanding facilities for keeping in close and 
constant touch with business and economic 
trends across the nation and around the world. 


The Philadelphia National — through its 
Trust Department — offers the benefit of 
these unusual facilities to its Investment Man- 
agement and Trust customers. 


These services are available throughout the 
Greater Philadelphia area. 


TRUST DEPARTMENT 


THE 
PHILADELPHIA 
NATIONAL BANK 


Organized 1803 
PHILADELPHIA 1, PA. 
The number one bank in Philadelphia in more ways than one! 
Member Federal Deposit Insurance Corporation 
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2. Use a printed page with headings 
showing the name of the bank, with 
space provided for the name and class 
of account, the number of the account, 
the dates of the accounting and also 
printed columns. This saves time, is a 
guide to the typist, figures may be to. 
taled more readily, it’s easier to read. 


3. Show income in one column and 
principal in the second. Group receipts 
and disbursements to avoid repetition, 
especially when entering mortgage amor. 
tization payments which involve pay. 
ments of interest and principal at the 
same time. 


4. Use a uniform weight of paper 
not too heavy to permit many copies. 


5. Use an electric typewriter if pos- 
sible . . . will make more copies at one 
writing with even the eighth legible. 


6. When finished, cover the state. 
ment with a manuscript cover such as 
lawyers use to cover their legal docu 
ments ... an extra nicety that makes a 
favorable impression on the customer. 


*“Don’ts”’ 


1. Avoid abbreviations, symbols, 
etcetera. These are not understood by 
the reader and only confuse him. 


2. Don’t use photostatic copies of 
your ledger sheets as statements. Errors 
and corrections will be disclosed, daily 
balances shown, and type is small and 
hard to read. 


3. Don’t show too many details in 
your ledger sheets or statements. 


4. When showing a list of the items 
making up the trust estate don’t head 
the list “Invested Account,” ‘“‘Memoran- 
dum of Securities,” or “Securities Held.” 
Probably included are one or more 
items of “real estate” or of miscellan- 
eous character. Call it “List of Assets.” 


5. Don’t show the market value of 
the trust estate. This has bad effect when 
the market is down and the customer 
makes comparisons. (This is a moot 
question . . . in Chicago I found one 
great institution showing market value 
and another refusing so to do.) 


6. Don’t send form letters with the 
statements. 


Don‘t be reluctant to change the style 
of your statements. If you can improve 
only its present form, if you can improve 
only the method of reporting the cot 
tents, or if you can improve only the 
styling, that’s improvement. And any 
improvement will please your custome! 
and contribute to our great need — the 
improvement of customer relations. 
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One of the most satisfying aspects of our work 
lies in seeing the increased contentment which 
many people experience when they entrust 
the management of their securities to our care. 

Investing calls for greater resources of 
information and experience than even the suc- 
cessful individual usually commands. To invest 
without those resources breeds a sense of inse- 


curity and tension. 





Pnited 


45 Wall Street, New Yo 


Retirement from 


| ‘DEINSION 


-— 
— 





beaad eer 











Many times we have been told by our cus- 


tomers that it has proved a tremendous relief 
to place all their financial affairs in our hands. 

The detached, objective judgment of an 
independent trust company has much to rec- 
ommend it—especially when its decisions are 
based not merely on the securities involved but 
also on personal knowledge and understand- 


ing of the customer’s own needs and plans. 


States Crust Company 
af New York 


53 
CHARTERED 189 
rk 5, New York 
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PENSION and 
PROFIT SHARING 
DIGEST 


SAMUEL N. AIN 


Pensions and the Older Worker 


669 Fe Becins at 40” HAS BECOME 

L in our society a widely accepted 
phrase frequently used as an emotional 
anodyne to comfort the individual 
against the rush of the passing years. 
It tells him, in effect, that at 40 he has 
achieved the maturity, experience and 
skills with which he can look forward 
to a productive enjoyment of the years 


ahead. 


Unfortunately, however, much of this 
capacity for enjoyment of the years 
after 40 is contingent upon whether or 
not the individual is faced with the 
problem of changing employment after 
that age. It is a well recognized fact of 
our economic life that most workers 
over 40 at all levels of skill find con- 
siderable difficulty in obtaining employ- 
ment. Unless there are fundamental 
changes in our attitudes and in our em- 
ployment practices, it is likely that em- 
ployment of older workers will be an 
even more severe problem in the future; 
for older workers are inceasing both in 
number and as a proportionate part of 
our total labor force. This may be seen 
if, for statistical convenience, we ex- 
amine the increase in the number and 
relative number of those age 45 and 
over in the total population, as shown 
in the table below: 


U. S. Population 1900-1953, with estimate 
for 1965 
Population 
45 & over 
as % of Total 
Population 
17.8 
19.0 
20.7 
23.0 
26.7 


Total 
Population 
(in 1,000’s) 
76,094 
92,407 
106,466 
123,077 
132,124 
151,683 


Population 
45 & over 
(in 1,000’s) 
13,566 
17,540 
22,052 
28,277 
35,280 

43,123 28.4 

189,916 56,548 29.8 
Source: — Table B-1 “Potential Economic 
Growth of the United States During the next 


Decade” Joint Committee on the Economic Re- 
port — 1954. 


Year 


1900 
1910 
1920 ° 
1930 
1940 
1950 
1965 


The difficulty which older workers ex- 
perience in finding jobs is the result of 
many complex and interrelated factors. 
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In recent years one of these has been 
singled out for special attention, namely 
the effect of private pension plans on 
employer hiring practices. In fact this 
question was brought to the attention 
of the Congress in the last “Economic 
Report of the President.” More recently 
it was the subject of an article in the 
April 1 issue of “U. S. News & World 
Report” and of editorial comment by 
“The National Underwriter” in its issue 


of April 8. 


The argument has often been ad- 
vanced that employers with pension 
plans are reluctant to hire older work- 
ers because pensions cost more for older 
workers. While, in general, this is true. 
it is well to note that the same comment 
can be made with respect to other col- 
lateral benefits. As a case in point, con- 
sider how group life insurance rates 
vary with age: 

Monthly Premium 


per $1,000 Group 
Term Insurance 


5.44 

The cost of other welfare benefits also 
tends to increase with the age of the 
worker. Although the premium rate 
charged by an insurer may be uniform 
for all of the workers covered, the im- 
pact of the older workers will be felt in 
the claim experience and consequently 
in the net cost. 


No doubt the cost of pensions for 
workers employed at advanced ages has 
been exaggerated because of the exist- 
ence of a past service cost when a plan 
is established. Such past service costs 
would not, of course, apply in the case 
of an older worker hired after the plan 
went into effect. In plans providing fixed 
benefits there may very well be much 
higher costs for persons who, while em- 
ployed at advanced ages, can build up 
appreciable benefits during their re- 


maining employment. For example, in 
a plan providing $50 a month for em. 
ployees retiring at age 65 after 20 years 
of service the annual pension costs for 
an employee hired at age 45 is very 
much higher than for one employed at 
age 25. This is, of course, an extreme 
case, and in the typical unit credit plan 
the costs of the younger and older em. 
ployee are not that different. Indeed, if 
we wish to select individual cases, we 
may say that, in the fixed benefit plan 
described above, if an employee must 
have 20 years of service at age 65 
in order to retire, the employer saves 
money in employing people over age 
45 because there is no pension liability 
at all for them. 


In considering pension costs it is well 
to bear in mind that they exist whether 
an employer has a formal pension plan, 
an informal practice or no policy at all 
with respect to retirement of older 
workers. It is not the plans themselves 
but the existence of the costs and the 
awareness of these costs which contrib- 
ute to the employment problem of the 
older worker. In fact, the adoption of 
a formal plan tends to reduce an em- 
ployer’s outlay for pensions by spread- 
ing it over a longer period with the ad- 
vantage of investment accretions. Other 
things being equal the adoption of a 
formal plan ought to create a somewhat 
more favorable financial climate for the 
hiring of older workers. 


It is not clear what all the factors 
are which operate against the employ- 
ment of older workers, nor their rela- 
tive importance. In the absence of 
further study it would be misleading to 
attribute undue responsibility to pen- 
sion costs and inaccurate to consider 
that these costs arise by virtue of the 
establishment of formal pension plans. 


IRS to Reassign Pension and 
Profit-Sharing Cases 


In a recent circular announcement to 
its members, the Steering Committee of 
the American Pension Conference called 
attention to certain changes within the 
Revenue Service affecting the pension 
and profit-sharing field. The announce- 
ment reports the changes as follows: 


“It has come to the attention of the 
Steering Committee that, because of a 
Civil Service job devaluation, responsi- 
bility for the performance of certain 
functions of the Pension and Exempt 
Organizations Branch of the Internal 
Revenue Service is being redistributed 
in a manner which may vitally affect 
the work of many of the members of the 
American Pension Conference. 
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“That is, in many sections of the 
country (the full extent of which is not 
presently known) there will no longer 
be available at the offices of the local 
Directors of Internal Revenue special 
Pension Agents who devote their entire 
time to this field. Instead, many former 
special Pension Agents will assume sub- 
stantial additional duties, and other reg- 
ular Revenue Agents will be assigned to 
part-time duty issuing pension rulings 
and auditing schedules filed with returns. 


“Most of the regular Agents who will 
assume part-time pension duties have 
had no past experience in this field. Sev- 
eral experienced Pension Agents have 
resigned from the Service as an ex- 
pression of disapproval of what they 
believe will be a completely unworkable 
arrangement.” 


It is reliably reported (but without 
any confirmation as yet from the na- 
tional office) that the changes referred 
to would transfer the work on pension 
and profit-sharing plans presently per- 
formed by specially trained agents, 
many of whom have many years of ex- 
perience, to agents without training in 
this field as subordinate duties to their 
regular ones which are that of collecting 
revenue. It is feared that such changes 
superimposed on the decentralization 
carried out in the last few years would 
result in a return to the chaotic condi- 
tion which prevailed in the field in the 
period following the enactment of the 
1942 Revenue Act. At that time only 
the herculean efforts by the then Acting 
Commissioner, Norman D. Cann, broke 
the jam by directing the administration 
of these plans into the hands of specially 
trained pension agents. 


More on Union and Other Fund 
Investments 


r SEVERAL RECENT ISSUES, THIS COL- 
umn has called attention to the pro- 
priety of the investment of welfare funds 
in the stock of Montgomery Ward by 
the Brotherhood of Teamsters. It was 
suggested that these investments may 
have been largely motivated by the Un- 
ion’s desire to augment its bargaining 
power in its organizing drive against 
Ward, rather than because Ward stock 
represented a sound financial invest- 
ment. In addition, of course, the Union, 
by virtue of its control over the Ward 
stock, placed itself in a strategic posi- 
tion in the battle between the forces of 
Mr. Avery and Mr. Wolfson for the 
control of the Company. 


That these were not idle speculations 
seems to have been borne out by the 
agreement reached between the present 
management 


of Montgomery Ward, 
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headed by Mr. Avery, and the Team- 
sters under its president, Mr. Beck. The 
agreement calls for the signing within 
60 days of labor contracts covering 15,- 
000 of Ward’s 52,000 employees. With 
the signing of the agreement, Mr. Beck 
announced that he would urge the trus- 
tees of Teamster funds holding Ward 
stock to support Mr. Avery in his fight 
with Mr. Wolfson for control of the 
Company. 


Although much of the interest in 
these developments is heightened by the 
ironical position reached by Mr. Avery, 
long a foe of organized labor, the fund- 
amental issue presented by this situation 
should not be obscured. As this column 
sees it, the issue hinges on the question 
of whether or not the public interest 
would be served best by some govern- 
mental supervision of the investment of 
funds now being piled up by labor 
unions, by charitable bodies, by negoti- 
ated welfare and pension funds, and by 
unilaterally created employer trusts. 


The Ward situation highlights one 
side of the picture, namely the ability 
of a labor union to put itself on both 
sides of the bargaining table through 
the use of welfare funds to purchase 
stock of a company with which it is en- 
gaged in collective bargaining. 


Another side of the picture was re- 
vealed recently during the Justice De- 
partment’s anti-trust division investiga- 
tion of the proposed merger of Bethle- 
hem Steel Co. and Youngstown Sheet 
& Tube Co., when it was disclosed that 
the Bethlehem Steel Co. pension trust 











holds 183,000 shares of Cleveland-Cliffs 


Iron Co. common stock. 


It is becoming increasingly clear that 
the rapid accumulation of funds in wel- 
fare and pension trusts, as well as in 
labor organizations and in charitable 
bodies, seeking investment outlet has 
resulted in the creation of a power 
mechanism available to those who: di- 
rectly or indirectly can control the dis- 
position of these funds. To insure that 
these funds be used for the purposes 
for which they were accumulated and in 
ways not disadvantageous to the public 
interest is a problem which may be re- 
solved only by some form of official 
supervision. 


Trusteed or Insured Funding? 


In the May issue of The Journal of 
Taxation, Carlysle A. Bethel of the 
Wachovia Bank and Trust Company 
restates the advantages of funding a 
pension plan through a qualified trust. 
He concludes :— 


“To sum up, the wholly invested or 
trusteed approach to pension planning 


affords: 
1. maximum income, 
2. minimum administrative costs, 
3. complete flexibility in: 
a. contractual provisions, 
b. integration with OASI, 


c. benefit payments both before or 
after normal retirement, 


d. the years and amounts of fund- 
ing, and 


e. the investment of the funds.” 











California Property 


When you are handling an estate 
that involves California property... 
the oldest Trust Company in the West 


will be glad to serve you. 


Correspond directly with 
Trust Department 


WELLS FARGO BANK 


SAN FRANCISCO 20 











HOW TUBE 
EXTRUSION WORKS: 


1) A heated billet of metal “A” 
is inserted in the press. 


2) Outer ram “B" presses on the 
billet, holding it firmly in place. 


3) Inner ram “C" pierces billet and 
projects through the die, ejecting 
part of the metal displaced. 


4) Outer ram pressure on billet is 
increased, forcing the metal through 
the opening between the inner ram 
and the die, forming the tube. 
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This new extrusion press is delivering 2,300 
tons pressure; transforms 8” and 10" solid 
billets into heavy-walled tube from 23/," to 
7" outside diameter, at the Waterbury plans 
of The American Brass Company. 


TUBE OF 1000 USES 


It’s a versatile product indeed, this heavy-walled Anaconda 
Tube, shown here starting its journey from the giant 
extrusion press that shapes it into being. This tube may be 
made of a number of metals . . . brass, bronze, or a wide 
range of high-strength copper-base engineering alloys. 


Its destiny may be as a long-lived condenser tube, withstand- 
ing extreme temperatures or corrosive elements in steam 
power plants or oil refineries. Drawn to whisper-thin 

sizes, it may serve as the radio antenna on your car. 

Or, it may end up at sea — as a heavy-duty salt water line. 


To produce this talented tube in greater quantity, and in 
a broader range of sizes and alloys, The American Brass 
Company, an Anaconda subsidiary, has just installed three 
heavy-duty extrusion presses similar to the one shown 
above. With a double-action power of 2,300 tons, this 
mighty molder of metals typifies the “‘do-it-better” 
philosophy that underlies all of Anaconda’s efforts to 
serve American industry, 542908 


The American Brass Company 


Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 

Greene Cananea Copper Company 
Anaconda Aluminum Company 


COPPER MINING COMPANY Anaconda Sales Company 


International Smelting and Refining Company 
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PROFESSIONAL INVES FORKS DGirse 


Sidelights . . 


































































THirD WARNING 








The steady upward trend of the stock 
market must naturally be gauged in 
the light of background events. It is 
now clear that those Americans who 
not only believed in the competitive, 
free enterprise system but were willing 
to risk their savings in it had devel- 
oped a kind of inferiority complex over 
the years. No doubt they had succumbed 
in part to the constant propaganda 
drumfire from overseas Marxists and 
from our own domestic breed of Left- 
liberals. As a result almost all Amer- 
icans, regardless of their political learn- 
ings, have been surprised by the healthy 
current performance of their capitalistic 
ystem and its ability to continue to 
raise the standard of living in the face 
of high taxes and other impediments. 












The excessive gloom and the accom- 
panying over-discounting of bad news 
during the period from 1946-1950 was 
funwarranted. The long stalemate in the 
securities markets which resulted was 
ended by the renewed inflation which 
tame with Korea. The 1952 elections 
tleased new economic, social and polit- 
ial forces which spawned much new 
kgislation having a direct favorable 
baring upon the investment climate in 
the United States. The Excess Profits 
Tax was allowed to expire. The income 
tax laws were drastically revised for 
he first time since their inception and 
the Atomic Energy Act placed on the 
statute books. When the tempo of busi- 
tess began to slacken in 1953 the pleas 
for governmental action involving a new 
massive dose of inflationary medicine 
poured into Washington from many do- 
mestic and foreign sources. Their shrill- 
tess was almost in direct proportion to 
their lack of faith in our socio-economic 
system. However, the Administration 
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- Trade Winds -.: : 


Memos. . 


steadfastly refused to follow any policy 
of financial extremism and the steady 
improvement in business and employ- 
ment conditions confirms the wisdom 
of this action. Investor confidence was 
thereby conditioned to react favorably 
to future developments of a constructive 
nature. 


The overall soundness of the stock 
market has in fact been obscured by 
various confusing factors. The public 
imagination has been stimulated by the 
prospects of certain companies. Marked 
over-enthusiasm has become particularly 
noticeable in the fields of uranium, nu- 
clear energy, electronics, automation 
and aircraft manufacturing. For a brief 
period the announcement of the Salk 
polio vaccine brought about the abor- 
tive purchasing of shares of a number 
of drug companies and quotations 
quickly reached a point where they had 
vastly exaggerated the earnings poten- 
tial deriving from this new discovery. 
Some excitable speculation also flared 
up in instances where mergers, take- 
overs or stock splits were rumored or 
announced. Such occurrences, of course, 
provide attractive material for news- 
paper headlines and commentators over 
the TV and radio networks merely be- 
cause they are extra-ordinary and fre- 
quently sensational. 


Underneath it all the performance of 
most stocks seems to be warranted by 
the application of such normal criteria 
as business outlook, management skill. 
product innovation, earnings and divi- 
dends. Moreover, the United States 
seems to be passing through a fantastic 
technological development which many 
observers believe is a kind of second 
industrial revolution. 


But there is no altimeter by which the 
height of the market may be read. 
Therefore, it is not possible to know 
whether the present level is too high 
and whether it constitutes a peak. The 
limiting factors will probably come 
from outside the business sector itself, 
and in this connection the raising of 
the Federal Reserve rediscount rate 
from 114% to 134% was an event of 
high importance. It was practically un- 
noticed by the stock market and shortly 
thereafter the Dow-Jones Averages 
moved into new high ground. Had the 
announcement been made under other 
conditions, action of this character by 





. Portfolio Studies . 





.. Funds Index ... . Reports 





the money managers in Washington 
might have brought a setback in the 
securities markets, but the forward mo. 
mentum of quotations was too great 
and hardly a ripple was caused. 


We have now had our third warning, 
the first having been the rise in margin 
requirements from 50% to 60% estab- 
lished early in January; the second be- 
ing the action of the Federal Reserve 
System and the third being the further 
rise in margin requirements from 60% 
to 70%. There are reasons to feel that 
the Federal Reserve System will rely 
more heavily upon the rediscount rate 
as an instrument of control than it has 
previously. We do not know how far, 
however, the Administration will pro- 
ceed in the direction of braking specu- 
lation and over-extension of credit. 


A mild tightening of bank credit 
through “open market” operations has 
taken place. Evidence of credit con- 
traction is visible here and there. The 
interest rate on new Treasury Bills was 
increased to 1.697%, the highest since 
1953. Warnings and portents of this 
character must not go unheeded by 
holders of equity securities. Those who 
in the past under-estimated the powers 
of the monetary authorities had reason 
to regret their decision. Matters of this 
kind cannot be measured quantitatively 
but the obvious response should be a 
heightened degree of caution no matter 
how tempting an opposite course of 
action might be for the time being. 


Rosert S. ByF1ELD, Member, 
N. Y. STOCK EXCHANGE 


Utimities Look to 1956 


Since a utility reaps the benefits of 
a new customer or the installation of a 
new appliance for a whole year after 
service begins, the country’s utilities 
had some fat to live off of during last 
year’s recession, It was, therefore, some- 
thing more than coincidence that the 
earnings of several utilities started to 
turn down in the spring of 1954—just 
about a year after the 1953 peak of 
industrial activity. What would have 
happened to utility earnings if business 
had continued to decline is a hotly de- 
bated subject which, fortunately, was 
never put to a test. With the bottoming 
out of the business decline and the re- 
covery which started in the summer of 
1954, utility earnings began an improve- 
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Union CarBie 


AND CARBON CORPORATION 


UCC) 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable June 1, 
1955 to stockholders of record at 
the close of business Apr. 29, 1955. 


KENNETH H. HANNAN, 
Vice-President and Secretary 




















American-Stardard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable June 1, 1955 to 
stockholders of record at the close of 
business on May 24, 1955. 

A quarterly dividend of 32 cents per 
share on the Common Stock has been 
declared, payable June 24, 1955 to 
stockholders of record at the close of 
business on June 3, 1955. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


FRANK J. BERBERICH 
Secretary 





THE TEXAS COMPANY 


211th 


Consecutive Dividend 


A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day, 
payable on June 10, 1955, to stock- 
holders of record at the close of 
business on May 6, 1955. 


The stock transfer books will re- 
main open. 

S. T. CrossLanp 
April 26, 1955 Vice President & Treasurer 











GENERAL 
_ PORTLAND 
CEMENT 
COMPANY 


COMMON 
STOCK 
DIVIDEND 


The Board of Directors of General 
Portland Cement Company has this 
day declared a dividend upon its 
» Common Stock of 35 cents per 
share, payable June 30, 1955 to 
stockholders of record at the close 
of business on June 10, 1955. The 
stock transfer books will remain 
open. 
HOWARD MILLER, 


Treasurer 





April 26, 1955 








Empire District Electric 
Illinois Power 





Iowa Power & Light 
Minnesota Power & Light 


Pacine Power & Light ......... 


Pennsylvania Power & Light 
Public Service of Indiana 


—— 


Earned Per Share Interest Credit 

1954 1953 1954 1953 
(Incl. Int. Credit) 

$1.96 $2.12 $0.25 $0.37 

2.75 0.30 0.40 

1.94 0.18 0.45 

2.06 0.04 0.24 

1.65 0.02 0.45 

2.94 0.18 0.36 

2.36 0.26 0.45 





ment which gained momentum during 
the first few months of this year. 


Output is now running almost 15% 
above a year ago compared with a 
normal growth of 7% to 8% and 
should assure an increase in operating 
earnings this year. Furthermore, tax 
credits, larger retained earnings and 
broader common stock equities com- 
bined with curtailed expansion pro- 
grams will reduce the amount of com- 
mon stock financing this year. Ordinar- 
ily such a fortuitous combination of cir- 
cumstances might be expected to re- 
sult in a 20% to 25% increase in per 
share earnings. With few exceptions, 
however, any such favorable showing 
is out of the question; but, instead, 
there will be a very material improve- 
ment in the quality of earnings reported 
by the utilities in 1955. 


- During the past few years of rapid 
expansion, utility earnings have con- 
tained a measure of fiction which repre- 
sented hopes rather than realities. By 
the simple accounting policy of credit- 
ing to earnings a predetermined per- 
centage on capital invested in property 
under construction, the utilities showed 
as actual earnings last year what they 
hoped to realize when the plant was 
completed and in operation this year. 
There. is full justification for a public 
utility to capitalize interest during con- 
struction in order to get the capital 
costs of its plant into its rate base, 
but this should: be done through the 
surplus account rather than to let it 
distort earnings for any one year. What 
has made this particular accounting tool 
so deceptive is that the credit is purely 
a bookkeeping transaction which has no 
income tax offset. In order to overcome 
its loss, therefore, earnings before in- 
come taxes have to increase twice as 
much as the decline in the credit. This 
is pretty near an impossibility when the 
credit amounts to 30% to 40% of the 
reported earnings. 


The table shown above lists only a few 
of the more prominent companies whose 
earnings were adversely affected by the 
loss of a substantial interest credit last 
year. 


Due partly to the curtailment of ex. 
pansion programs, more companies will 
be faced with a reduction in their credit 
for capitalized interest this year. At a 
“due diligence” meeting a few months 
ago, Mr. England, president of Atlantic 
City Electric, estimated 1955 earnings 
at $2.25 a share compared with $2.10 
reported for 1954 but stressed the fact 
that the interest credit, which amounted 
to 30c a share in 1954, will be com- 
pletely eliminated this year. Mr. Dixon, 
president of Middle South Utilities, at 
a recent meeting of the New York So- 
ciety of Security Analysts estimated 
1955 earnings of his company at $2.15 
to $2.20 a share compared with $2.13 








COMMON STOCK 
DIVIDEND 


The Board of Directors of Central 
and South West Corporation at its 
meeting held on April 13, 1955, 
declared a regular quarterly divi- 
dend of thirty-three cents (33c) 
per share on the Corporation’s 
Common Stock. This dividend is 
payable May 31, 1955, to stock- 
holders of record April 29, 1955. 


Leroy J. SCHEUERMAN, 
Secretary 


CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 


— Ss Wisco’ 


AMERICAN VISCOSE 
CORPORATION 


Dividend Notice 











Directors of the American Vis- 
cose Corporation at their regular 
meeting on April 6, 1955, de- 
clared dividends of one dollar 
and twenty-five cents ($1.25) per 
share on the five percent (5%) 
cumulative preferred stock and 
fifty cents (50¢) per share on the 
common stock, both payable on 
May 2, 1955, to shareholders of 
record at the close of business on 
April 18, 1955. 


WILLIAM H. BROWN 
Secretary 
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this projection, however, he said “It utility industry during which it will AMERICAN GAS 
should be observed that our forecasts overcome the growing pains of the past AND ELECTRIC COMPANY 
: ; : 5 : “a 
) include an expected increase in depre- few years and will be placed in a strong Casnindans Dnata Metin 
ciation charges of about 22c per share position to realize more tangible bene- o A\resuler quarterly dividend of 
this year (1955) and a decline of about fits from its further growth potentials. 6: Comtcutase SS Sone 
) a ; , j issued and tanding i 
‘ lle per see tin nag yet or W. T. Hye, Jr. oat is een dette? corn oie 
, ,tot 
) during oni — gs . hed rt ot. JOSEPHTHAL & CO. of Cusiness Mey 10,1955. alas a 
item, we are happy to point out that i W. J. ROSE, Secretary 
f will be brought down to a moderate ” April 27, 1955. 
| a level of 6c per share this year as con- CaBineT CoMMITTEE REPorts 
redit trasted to 29c per share as recently as The release on April 18th of the 
At a 1953.” constructive report of the Président’s 
ynths The improvement in this year’s earn- Cabinet Committee on Transport and THE FLINTKOTE COMPANY 
antic | ings of many companies will be restrict- Organization is understood to have 
rings Bed by the factors mentioned by Mr. omitted several features contained in 
$2.10 | Dixon, but the reported earnings will preliminary ———— them a 30 ROCKEFELLER 
fact JB be far sounder and more realistic than eer for repeal of the pres- PLAZA 
" for several years past. Equally import- °t 3% tax on freight receipts and 10% 
com- — ant, however, most companies will have '@* 0M passenger revenues and a pro- 5 
ixon completed their deferred construction posal to give the railroads a free hand A quarterly dividend of $1.00 per 
; to go into the trucking and bus business SS ee ee 
s, at and will have restored a normal reserve ‘° 8 : 8 “1! $4Cumulative Preferred Stock 
. Se capacity which will enable them to pro- Nevertheless, if the recommendations payable June 15, 1955, to stock- 
ated vide for the normal 7% to 8% growth should be enacted into law, the position many ta 1, 1955. mphoese- 
52.15 of the industry without the heavy equity of the railroads will be vastly improved. A quarterly dividend of $.60 per 
j : : ; : : i ; share has been declared th 
32.13 financing which diluted earnings during The report emphasizes that regulation r cecaedltosatl cage eaiida Pa 1. 
the past seven years. The vear 1955 has not kept pace with the vast changes 1955, to stockholders of record at the 
" : : in the transportation industry since close of business May 27, 1955. 
1920. The basic philosophy is probably ‘CLIFTON W. GREGG, 
llied best expressed in the recommendation vingenianaanaiaaed iii 
E that national transportation policy engine 
hemical “should be revised to make it clear (1) 
that common carriers are to be per- 
mitted greater freedom, short of dis- 
Quarterly dividend No. 137 of criminatory practices, to utilize their 
ee ya economic capabilities in the competitive SOUTHERN . 
the Common Stock of Allied pricing of their service, and (2) that NATURAL GAS 
Chemical & Dye Corporation, in all such matters the regulatory com- COMPANY 
payable June 10, 1955 to mission is expected to act as an ad- mae 
te ae oy judicator, not a business manager.” irmingham, Alabama 
? Cc 9 . 
1955. Fundamentally, the report recom- he Pea gO - 
aie ° ividend o cents 
W. C. KING, Secretary mends clipping the wings of the ICC, per dhare hes tenn dechered 
April 26, 1955. especially with respect to rate matters. on the Common Stock of 
While the Commission would retain its ee ae ee sae 
right to set maximum and minimum to stockholders of record at 
- rates, so long as they covered the cost a ~ ye business on 
SOCONY MOBIL of service, the important power to set — 2 tie Attia 
OIL COMPANY, INC. specific or exact rates would be elimin- Vice President and Secretary. 
Dividend No. 177 ated. To a very important degree, this Dated: Mey 7, 1955. 
would cripple the Commission’s rate- 
The corporate name of Socony- (A) on 
Vacuum Oil Company, Incor- ? 
porated, has been changed to 
ee Mosit Ort Company, CITIES SERVICE COMPANY 
NC. seaumaapens 
The Board of Directors on April Dividend Notice 
26, 1955, declared a quarterly 
dividend of 50¢ per share on The Board of Directors of Cities Service Company has 
a Peony oat orange declared a quarterly dividend of fifty cents ($.50) per 
Se a ee oD share on its $10 par value Common stock, pavable June 
1955, to stockholders of record , 
at the close of business May 6. 13, 1955, to stockholders of record at the close of business 
L955. May 12, 1955. 
} W. D. BickHaM, Secretary ERLE G. CHRISTIAN, Secretary 
ATES 
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making powers and limit them to pre- 
vention of rate wars and the charging 
of unreasonable or monopolistic rates. 
Its rate making powers would be con- 
fined mainly to approval of higher rates 
when they were sought by the carriers, 
as for instance, in general applications 
for rate increases. Even in this area, the 
Commission would be required to speed 
up its deliberations through reducing 
its power to suspend rates from seven 
months to three. Other important modi- 
fications increasing the control of the 
railroads over rates would include re- 
peal of Section 4 of the Act to Regulate 
Interstate Commerce (generally known 
as the “long and short haul clause”), 
publication of negotiated rates with the 
United States Government, and permis- 
sion to make incentive rates based on 
minimum weights and volume. Indi- 
rectly, the railroads’ rate and _ traffic 
position also would be aided by repeal 
of bulk commodity exemptions by 
which water carriers can transport some 
commodities in bulk without being fully 
subject to rate regulation, by clarifica- 
tion of farm commodities exempt from 
truck rate regulation, and by redefining 
the terms “private carrier” and “con- 
tract carrier” so as to eliminate abuses 
that have arisen. Another important 
recommendation would give to the ICC 


power to authorize the discontinuance 
of unprofitable trains, services and fa- 
cilities that impose an undue burden 
upon interstate commerce, overriding 
the laws of states or state authorities. 
At the present time, the ICC has the 
power to authorize the abandonment of 
lines, but has no authority to order the 
discontinuance of intrastate trains or 
stations. 


Prospects of enactment into law are 
not too clear. While complete overhaul- 
ing of transportation legislation is ur- 
gently needed, history shows that action 
is rarely taken by Congress unless there 
are abuses of the financial condition of 
the carriers is serious. Another consid- 
eration is that while President Eisen- 
hower has paid lip service to the need 
for helping the railroads by creating the 
Committee and by permitting Secretary 
of Commerce Weeks to make the report 
public at the White House, instead of 
at his own office, it may be politically 
inexpedient for him to press vigorously 
for action, with a Presidential election 
less than a year and a half off. Further- 
more, the Republicans do not control 
Congress and the Democratic chairmen 
of the Senate and House Committees 
are not railroad minded. Another par- 
ticularly important reason for believing 
no transportation legislation completely 
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This announcement does not constitute an offer to sell nor a solicitation of an offer to buy 
any of said Debentures. The offering is made only by the Prospectus. 


$40,950,600 


(Maximum Principal Amount) 


Southern California Edison Company 


3%% Convertible Debentures 
Due July 15,1970 


(Convertible, subject to certain conditions and limitations, into 
Common Stock January 15, 1957 through July 17, 1967, unless 
rendered convertible by earlier call for redemption) 


The Company will offer to holders of its outstanding Original Preferred Stock 
and Common Stock of record at the close of business May 17, 1955 


RIGHTS TO SUBSCRIBE FOR CONVERTIBLE DEBENTURES 


Twenty Rights and the subscription price of $100 will be required to 
subscribe for each $100 principal amount of Debentures. Warrants 
representing rights will be mailed May 23, 1955 and will expire 


Copies of the Prospectus may be. obtained by writing to 


SOUTHERN CALIFORNIA EDISON COMPANY 
P. O. BOX 351 + LOS ANGELES 53, CALIFORNIA 


A 
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along the lines of the Cabinet Commit. 
tee Report will get very far in the im. 
mediate future lies in the attitude of 
Commissioner Owen Clarke of the ICC, 
who is understood to stand in very well 
at the White House. His opinion is that 
the need is not de-regulation but regu- 
lation of now exempt competitors. In 
fact, Mr. Clarke has said that it is “the 
lack of jurisdiction over a large area of 
unregulated transportation that causes 
the real difficulties.” 


Commissioner Clarke feels very 
strongly that a more constructive atti- 
tude toward the railroads is being 
achieved within the ICC and calls this 
the “new look” in regulation. “The 
Commission,” Mr. Clarke declared in 
an address early this year, “is endeavor- 
ing to substitute flexible logic for in- 
flexible precedent.” Continuing, Mr. 
Clarke said “Only by realistic appraisal 
of conditions in the field and by adjust- 
ing our thinking accordingly can we 
preserve the real benefits of the enter- 
prise and initiative which competition 
most certainly stimulates.” In a later 
address, in which he referred to his 
remarks as “a rebuttal to the current 
clamor of de-regulation,” he said, “I 
am firmly convinced that there is noth- 
ing fundamentally wrong with our ex- 
isting regulatory law. So long as wisely 
interpreted and applied in the light of 
present-day conditions, the Interstate 
Commerce Act will continue to fulfill its 
original functions and at the same time 
promote and preserve a strong common 
carrier industry.” 


The foregoing remarks by a commis- 
sioner understood to carry weight with 
the President may well be of consider- 
ably greater significance than the Cab- 
inet Committee Report on what lies 
ahead in the field of regulation. 


ARTHUR JANSEN 
W. E. BURNET & CO. 
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Record ATT Issue Set 


With the projected 1955 expansion 
program of more than $1.4 billion 
bringing the post-war total to above 
$11 billion, American Telephone and 
Telegraph Co. sought and received at 
the recent annual meeting authorization 
for the issuance by stockholder rights 
of up to $650 million in convertible de- 
bentures. This is the largest private fi- 
nancing on record, outstripping the 
corporation’s previous top. record of 


$602.5 million in December 1953. 
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a super-market place 





The very size and scope of our operations merit the 


attention of all portfolio managers because of the important 













assistance we can offer them. 





Here at Salomon Bros. & Hutzler, buying and selling orders 
for large blocks of securities are brought together in a 
“super-market place” of investment and trading activity— 
the result of our forty years of constant contact with financial 
institutions and corporations throughout the country, 
learning their requirements and developing the closest 


markets for issues in which they are interested. 





We welcome inquiries from banks, insurance companies, 


pension funds and corporations, 











SALOMON BROS. & HUTZLER 


Dealers and Underwriters of High-Grade Securities 
Members New York Stock Exchange 
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Executor, Trustee 
Agent for Management of Investments 
Other Personal Fiduciary Services 
Profit Sharing and Pension Funds 
Checking Accounts 























Provident can call upon 90 
years of trust and banking 
experience while helping to 
solve your problems in the 


Philadelphia area. 


Provident Trust 
Company 


OF PHILADELPHIA 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER OF FEDERAL RESERVE SYSTEM 
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Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 


No responsibilj 
of Policy is . 
gy by issue; 
» 1954 a 
based on heel 
These will soon 














Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 
selecting stock and cost-of-living averages, 
periods and in interpretation of data. 





12/31/35 


Principal 


1 6 rs 


Low High 


12/30/39 to 
4/29/55 


Principal 








BALANCED FUNDS 


American Business Shares 





Axe-Houghton Fund “A” 





Axe-Houghton Fund “B” - 





Boston Fund 





Commonwealth Investment 





Eaton & Howard Balanced 





Fully Administered Fund (Group Securities) — 


General Investors Trust 





Investors Mutual —__.. 





Johnston Mutual Fund _. 





Nation-wide Securities** —_ - 





Dreyfus Fund**** (c) 





George Putnam Fund 





Scudder Stevens & Clark 





Wellington Fund 





Whitehall Fund 





Wisconsin Fund, Inc.*** 





65.0 174.8 
71.4 $260.7 
88.1 $292.2 
60.2 219.6 
73.5 $273.8 
73.6 $239.3 


$176.8 

171.4 
$198.8 
$241.4 
$166.5 
$251.1 
$197.7 
£194.4 
$207.2 
$251.8 
$289.4 
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STOCK FUNDS 
Affiliated Fund *** 








Broad Street Investing Corp. 
Bullock Fund 2 





Delaware Fund _.. 





Diversified Investment Fund, me? tc)" 2 a 


Dividend Shares 





Eaton & Howard Stock 





Fidelity Fund —.___. 





Fundamental Investors 





Incorporated Investors _ 
Institutional Foundation Fund 








Investment Co. of America 





Knickerbocker Fund __..... 





Loomis-Sayles Mutual Fund (c) 
Massachusetts Investors Trust _..... 


Mass. Investors Growth Stk. Fund ee eet 


Mutual Investment Fund (c) 





National Investors 
National Securities — Income*** (c) 
New England Fund (c) 





Selected American Shares 





Sovereign Investors 





State Street Investment Corp. 


Wall Street Investing Corp. 





60.7 $342.2 
66.0 139.0 
61.4 $193.4 
60.9 232.1 
62.5 $183.5 
60.7 $268.4 

— $814.2 


219.8 


$241.8 
$287.7 
$271.2 

207.4 
$206.2 
$225.5 
$329.4 
$330.2 
$349.8 
$343.6 
$235.9 
$278.0 
$142.5 
$225.8 
$282.8 

301.8 

204.5 
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90 STOCK INDEX (Standard & Poor’s) — 
CONSUMERS PRICE INDEX (B.L.S.) 








63.2 264.3 


59.3 804.3 
n99.8 





n193.6 
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Base index number of 100 is the offering price 


COL. 6, 7; and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such data and the re- 


sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 


butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest om their portfolio 


securities (excluding all capital distributions). 


COL. 17 represent 
the annual perio 
month-end offering 
CAPITAL GAIN 
distribution, if any 
annual period. 
COMPANIES OR' 
on the date they ¢ 
or balanced funds 





n—new revised series adjusted to Dec. 1939 base. 

c—plus rights. : 

(c)—regrouping awaits new detailed classifications 
of N.A.I.C. New England a flexible fund with 
current balanced policy. 


+Ex-dividend current month. 
tHigh reached current month. 
@Principal index begins after 1939 base date. 
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how to make every roast perfect! 


For DoMESTIC DRAMAat its most dra- 
matic few scenes can rival an important 
dinner party when the husband carves 
into a well-browned roast—and finds 
it practically raw. 


It can happen in any household... ot 
it could until January 10, 1955. 

On that date Philco announced the 
Philco Electric Roastmeter Range—the 
first range in history that makes it pos- 
sible for any woman to cook a perfect 
roast every time! 


If you have only contemplated roast 
meat from the end of a fork, the extent 
of this miracle in the kitchen may not be 
at once apparent. You may not realize, 
for example, that even experienced 
cooks can never be sure with a roast. 


There are too many variables— 
size of the roast, its shape, density, 
and bone or fat content, to name a few. 


ANOTHER FIRST 


No cook or cookbook can juggle all 
these factors. 


Nor can you tell when the roast is 
done by looking at it, because meat 
cooks from the outside in. The 
only accurate index is its internal 
temperature. 


A frustrating picture, even for. Philco 
engineers who attacked the problem. 

What they wanted was clear enough 
—a system that would measure accurately 
the inside temperature of a roast and trans- 
mit the information up to a dial on the 
control panel where it could be seen without 
opening the oven door. 


It had to be electrical, yet safe for 
use with wet hands . . . the sensing de- 
vice going into the roast could contain 
no mercury, yet must be accurate and 
consistent ...and the needle on the 
dial had to register heat yet not to be 


moved by kitchen temperatures. 


Thus was born the Philco Roastmeter 
Range, and a new era in cooking. 


Now you see the roast cook on the 
control panel. It’s never underdone when 
you want it Rare, or overdone when 
you want Medium. Every roast is 
perfect, every time. 

In its fundamental contribution to 
an important business, this develop- 
ment typifies the integration of 
Research with Application that makes 
Philco a leader in so many industries— 
Television ... Radio... Refrigeration 
.. . Freezers .. . Electric Ranges. . 
and Air Conditioning. 


And the end is not in sight! 


FROM PHI LCO eesearcn 
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MontTHLY MISCELLANY 


Prophecies of a slackening in the 
flow of available investment funds dur- 
ing 1955 are being borne out. Nothing 
warranting the term stringency exists 
nor is such a condition likely for as far 
ahead as now calculable but money is 
undeniably less plentiful than in the 
recent past, as evidenced by firming 
rates in various wholesale and retail 
markets. Several of the large life com- 
panies have even “warehoused” large 
mortgage holdings with commercial 
banks to enable them to handle present 
demand. 


The rediscount rate was hiked to 
134% at the Federal Reserve Bank in 
Kansas City on April 13th, followed 
subsequently by the other regional units. 
This was in accordance with predictions 
that such action might be taken when 
the Treasury Bill rate passed 1.50% and 
only two days before the rise it had 
made a 16 month top at 1.65%. After 
the market close on April 22nd, stock 
margins were boosted to 70%, the 
second time in less than four months, 
doubtless motivated by the continuing 
rise in brokers’ loan totals to around 
$1.9 billion, the highest figure since 
records were started in 1938. Repre- 
senting roughly a debit of about 1.5% 
of the market valuation of the New 
York Stock Exchange listed stocks, this 
figure appears, on both an absolute and 
telative basis, far from a dangerous 
level. Another persuader was, perhaps, 
the increase at the end of the March 
quarter in customers’ net debit balances 


5 to nearly $2.7 billion, also a record 


since compilation began in 1931. 


The regulatory authorities have placed 
their opinion on record and so it is 
fruitless to argue whether such credit 
testriction is warranted at this time. 
They obviously are unhappy with the 
tate of increase in margin commitments 
and the number of accounts on that 
basis, which is reported at the end of 
March at around 222,000, a rise of 9% 
in the first 1955 quarter, after an in- 
crease of 39,000 accounts in the sec- 
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ond half of 1954. To point to the $8.5 
billion outstanding in brokers’ loans as 
of October 1, 1929 and compare it with 
today’s debit of less than 25% of that 
classic financial millstone is pointless. 
The authorities are taking no chances 
of even 25% of the economic disloca- 
tion and disruption attendant upon the 
liquidation of such a speculative mess 
and they are making it abundantly clear 
that they mean business in their efforts 
to keep the market as closely under con- 
trol as measures at their command per- 
mit. 


Nice problems of judgment and tim- 
ing are always present in attempting to 
restrain what may be, according to one’s 
viewpoint, unsound speculation without 
restricting unduly further desirable in- 
dustrial expansion. Without holding a 


brief for light-waisted stock commit- 
ments on minimum margin or unwar- 
ranted participation on the basis of hot 
tips, this department is not alone in 
suspecting that sound practices are also 
much to be desired in the home financ- 
ing and consumer credit fields today 
and that the “froth” in the latter two 
is of like caliber as the gentry active in 
stocks. Experience in the past has been 
that amateur speculation is relatively 
undeterred by regulations as long as 
prospect of a fast dollar remains. The 
surest cure is a depleted bank account 
and this condition can be much more 
rapidly and easily attained by market 
liquidation of listed securities, granted 
that volume is not out of hand, than in 
real estate or used consumer durables. 

There is no intention here to draw 
the exclusive attention of the teacher 
to the “other fellas” who have been go- 
ing all-out in building and consumer fi- 
nancing. With full recognition that to- 
day’s level of stock prices has room on 
the down side in the event of altered 
conditions or a shift in fundamentals, 
the thouglit is rather that emphasis not 
be concentrated solely upon the security 
markets while buildups continue in 
these other areas which represent debit 
totals many times greater than those 





FOR YOUR BENEFIT— 
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committed to speculative security trad- 
ing. The security markets have tradi- 
tionally been the first to bear the brunt 
of regulation and restriction, as well as 
the onus of falling values, while harsh 
measures are less frequently applied to 
mortgage and consumer financing and 
then usually only because of wartime 
credit demands. 


The announcement of these restric- 
tive measures had only a moderate im- 
mediate effect upon stock prices but 
their longer-range meaning was not lost 
upon more conservative elements who 
have been professing to note some dete- 
rioration in the character of market 


tone and leadership. It all boils down, 
in the words of one informant, to this 
viewpoint: “We have to do a lot of 
digging to find good values today which 
we believe are going to maintain or in- 
crease earnings over the coming years. 
Such siocks, at a decent price, are not 
numerous but we do turn them up now 
and then.” 


Lonc-PuLL Equity INVESTING 


In the March column, reference was 
made to the year-end report of the New 
York Life Insurance Co. showing ap- 
proximately $100 million in common 
stock holdings. Representing only 1.7% 
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of total assets, this sum is dwarfed by 
the company’s other huge investments 
but the yield of 5.1% is not inconsider. 
able, even though its effect upon the 
balance of portfolio income is slight. 


The most interesting facet appears, 
however, in the rate of growth in this 
group within as short a span as three 
years. Common stocks carried at the 
1951 year-end at $12.6 million more 
than doubled by the end of 1952 to 
$28.1 million. Now, in two years, they 
have again expanded by three and one 
half times to the nearly $100 million 
mark. Expressed otherwise, stockhold. 
ings have swelled nearly eightfold in 
three years, which is quite a jump, even 
though starting from a low level. 


Expansion has been greatest in the 
industrial and miscellaneous group, up 
800%, with the public utilities rather 
unexpectedly second at 700%, and the 
rails a poor third at just under 600%. 
The care used in selection for long-term 
holding is evidenced by the fact that 
no position in the entire 1951 list has 
been reduced and only one eliminated 
over three years. Many new companies, 
however, have been added and earlier 
modest positions substantially expanded, 
indicating that withdrawals will only 
be made because of impaired earning 
power or other factors increasing the 
risk element unduly. 


Commenting upon this subject on 
March 12th at New York University’s 
Graduate School of Business Admini- 
stration, Stuart F. Silloway, financial 
vice president of The Mutual Life In- 
surance Co. of New York, noted that the 
24 life companies domiciled in New 
York State held common stock totals of 
only .27 of one per cent at the end of 
1953. With 1954 figures unavailable, 
he approximated a 100% increase dur- 
ing the year to “greater than one half 
of one per cent.” Although he freely 
acknowledged the three principal rea- 
sons for not rushing headlong into equi- 
ties, he expressed the opinion that there 
would be a tendency for the companies 
to invest up to the maximum permissible 

% of admitted assets or one third of 
surplus and, he added, “I am hopeful 
that before too long an even broader 
margin for equity investments can be 
obtained.” 


A AA 


ERRATUM ON PAGE 428 


In the table on rubber consumption at 
page 428 of this issue the heading “Rub- 
ber in Pounds” should read “Rubber i0 § 
Tons.” 
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Through a program of 
expansion and diversification, 
the 1954 sales of Chas. Pfizer 
& Co., Inc. reached an all-time 
high of $145,200,000. In addition to 
being the world’s largest producer of 
antibiotics, the Company is now 
manufacturing an ever-widening list 
of products ranging from beverage 
ingredients to blueprint chemicals, 
from plasticizers to poultry remedies, 
from vitamin capsules to veterinary 


preparations. With a trained sales 


divisions, Pfizer is in an excellent 
position to market the varied new 
products emanating from its 


extensive research facilities. 
Sd ee: .& @ 006% 6 6.658 €.46 6% 10:08 6 636-60 8 


FINANCIAL HIGHLIGHTS... 
Total Sales—$145,200,000...A record high, 
up 14% from 1953. 


Net Earnings —$15,200,000 or $2.95 per common 
share... Also a record high, up 8% from 1953. 


Dividends —$1.35 per share... Up 10¢ from 1953 
(dividends paid continuously since incorporation 


in 1901). 
Working capital—Up $5,000,000 to $55,000,000. 
Research—More than $6,000,000 spent in 1954. 
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CHAS. PFIZER & CO., INC. 
11 Bartlett Street, Brooklyn 6, New York 


U. S. Plants and Laboratories: 
Brooklyn, N. Y.; Groton, Conn.; 
Terre Haute, Ind.; Maywood, N. J. 






GROWTH THROUGH DIVERSIFICATION 


force of more than 1,250 men in five sales 





Annee! nero” 


Here, from the Annual Report, are some 
of the ways Pfizer expanded and diver- 
sified its activities in 1954: 


Pfizer Laboratories Division introduced 
Tyzine*, a new drug for treating nasal 
congestion...increased the sale of 
Cortril® (hydrocortisone) and Bona- 
mine*, a new drug for motion sickness 
...-expanded its line of veterinary prod- 
ucts...continued its strong position in 
the field of broad-spectrum antibiotics 
with Tetracyn® (tetracycline) and Terra- 
mycin® (oxytetracycline), both Pfizer 
discoveries. 


The J. B. Roerig & Company Division, 
specializing in human nutrition, expanded 
its line of vitamin and mineral prepara- 
tions...launched Bonadoxin*, an impor- 
tant new preparation for nausea of 
pregnancy. 


The Chemical Sales Division maintained 
its position as one of the nation’s basic 
suppliers of bulk vitamins and antibiotics 
and developed new applications for its 
long-established line of fine chemicals. 


The Agricultural Sales Division intro- 
duced Vigofac*, a powerful growth stim- 
ulant for hogs and poultry, and Agri- 
mycin®, a Terramycin-streptomycin spray 
formulation, which controls a number of 
important bacterial plant diseases. 


Pfizer International Subsidiaries com- 
pleted fermentation plants in France and 
England. Now in operation are nine for- 
eign subdividing, processing and packag- 
ing plants; five others are in the plan- 
ning or construction stage. 


*Trade Mark, Chas. Pfizer & Co., Inc. 


NET SALES 
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We will be very glad to send you a copy of the 
Pfizer Annual Report. Write Controller, Dept. 24, 
Chas. Pfizer & Co., Inc., 11 Bartlett St., Brooklyn 6, N.Y. 
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The annual meeting of stockholders will be held 

at the Company’s Brooklyn headquarters, on Mon- 
day, April 18, 1955 at 11:00 A.M., Eastern Standard 
Time. All stockholders are cordially invited to attend. 
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HE 110 DISCRETIONARY COMMON 
© aa funds and the 26 legal and 
restricted funds that held preferred 
stocks in their portfolios and made an- 
nual reports in 1954 owned an aggre- 
gate of nearly $180 million of such se- 
curities out of a total combined port- 
folio of $1,239,103,334. Seventy-three 
issues were newly added in 1954 to the 


$180 MILLION PREFERREDS IN COMMON FUNDS 





TOP TEN IN PREFERREDS 


No. Funds 
Holding 
Consolidated Edison 5... 41 
Mls! cea Sis ce Se 40 
General Motors 5 _.............. 32 
General Motors 3.75 _.........._ 31 
International Harvester 7 _. 29 


E. I. du Pont de Nemours 4.50 27 














made an annual report in 1954 there 
was much more variation in the pro- 
portions held. The preferred stocks 
ranged from 2% to 50% of the indi- 
vidual fund portfolio and represented 
total holdings about $8 million in ex- 
cess of last year. Very few funds held 
more than 40% of preferreds, however, 
and the rest were almost evenly divided 











































































































total list, and 38 issues held in the | Westinghouse Elect. 3.80 —_. 26 among the four brackets of ten below 
preceding year were missing from the erecting ~ gai 6 on that. 
“i vt < he eee ee a | ee on , a 
| i ye - ae a net meee eg ome Cyasamidt 3.96 .. 28 Restricted Funds Portfolio 
; and a eg ot oJ , issues inciude in United States 
: the combined holdings. Obligations . $ 45,775,733 33% 
r i ' iscretionary Funds P li 
The 110 discretionary funds that held —— . a Oat ae =. apne nace 
: : Preferred Stocks .... 36,936,388 26 
preferred stocks owned them in port- United States Cassia Ghocies 88 407.603 28 
j . . : bliications. ._... $ Zib,7eL2S!.. 20%: pvgse.” = 8220 UU inet 
1 folio proportions varying from less than Oblig: gf ORs Other 3.193.522 2 
m " Other Bonds _. 190,100,065 18 ait a 
one per cent to 31%, with 50 funds 
holdi 1 h 10% d age Preferred Stock 142,771,523 13 Total $140,154,402 100% 
plaing tess than 1U'/o and another 4%) Common Stocks 537,646,014 48 ee a a : er 
funds having between 10% and 19%. Other 12,679,973 1 While the dollar amount of preferred 
d Altogether the dollar amount of pre- stocks held by common trust funds has 
: ferred stock held in discretionary funds Total _ $1,098,948,932 100% increased substantially in one year, the 
s increased by approximately $25 million proportion has remained unchanged for 
= in one year. The aggregate portfolio Among the 26 legal and restricted discretionary funds, and has risen only 
a4 of these funds was: funds that held preferred stocks and _ one per cent for restricted funds. 
l- 
i- 
y 
yf PREFERRED STOCKS IN COMMON TRUST FUNDS 
Figures indicate number of funds (discretionary and restricted combined) holding issue as of respective 1954 annual report dates. 
a- *Indicates addition to list; {indicates convertible issue. 
d FINANCE Bell & Howell 4% 0.1 General Motors 3.75 — 31 Mathieson Chem.7 4% 12 
4 Bethlehem Steel 7 _....----—s«d224 General Motors 5 — McQuay Norris Mfg.¢ 4% — 1 
5° American Investment Co. 544 -. 4 Borg-Warner 3% _...—sé8 Gensel: ties 316 3 Mead Corp. 4% —~ gi 
i- Associated Investment* 4.50 .... 1 Bristol-Myers 3% 1 General Time 44% —________.. ray | Mead*} 4.30 2 
Christiana Securities 7 _........ 1 Canada Dry Ginger Alef} 4.25 _. 1 General Tire & Rubber7 3% —. 1 Melville Shoe 4.75 ..... 1 
Commonwealth Loan 4 1 Carnation Co. 3% ———.__.__ 1 General Tire & Rubber 4% ___... 2 Merck & Co. 3.50 5 
Dun & Bradstreet 4% = 1 Ce ee Os ne 1 Gillette* 5 sé o cea Merck & &Co.7 4 16 
Fireman’s Ins. of Newark 4.00 - 1 Caterpillar Tractor 4.20 13 Godchaux Sugars. AR ads daca Merck & Co. 495 —..____.. saat 
Globe & Rutgers Fire Ins. 4.64 — 2 Celotex 5 _.. | Golden State Co., Ltd.j 4 — 1 Minnesota Mining & Mfg. 4.00 . 6 
Household Finance 3% 8 Champion Paper “& Fibre 4. 50 . a. -< Goodyear Tire & Rubber 5 —_. 1 National Biscuit 7 — ~~~ wee 
Household Finance 4 ~~. 4 Chatham Mfg. 4 2 Great Western Sugar 7 _.......- 2 National Cylinder Gas 44% 3 
Household Finance 4.40 7 Chicago Pneumatic Tool} 3.00 _ 1 Griesedieck West. Breweries 5 ee National Distillers Prod.j 4% —. 7 
Marine Midland Corp. 4% -.. 2 Clevite 4% ___. ; 1 Hanes Knitting 6 1 National Gypsum 4% — 5 
Marine Midland* 4.50 — 1 Clinton Foodst “. eae (M.A.) Hanne 426 =... 9 National Lead 6 —— 6 
Maryland Casualty 2.10 —._. 4 Colgate-Palmolive 3.50 ......———s7 Harbison-Walker Refractories 8 National Lead 7 —... 10 
Pacific American Investors 1.50 — 1 Container Corp. of Amer. ray 4 Harshaw Chemicalf 4% 1 National Supply 4% — oe 
Providence Wash. Insur.{ 2.00 .. 2 Continental Baking 5.50 ___ 1 (Hs) Teiee 38 2 Olin Mathieson Chem.* 4.25 2 
Seaboard Finance 5.75 — ~~. 3 Continental Can 3.75 8 Th, 3. TG BD ectascrtincieas.. 3 Oliver Corp. 4% ..—— ~~~ » 
Securities Acceptance* 5 1 Continental Cant 4.25 _... ‘1 Hercules Powder 5 sip 5 Pan Amer. Petrol. & Transp. 4. 1 
Tri-Continental* 2.70 2 Cook Paint & Varnish 8.00 ____ 1 Hershey Chocolate 2% REE Penna. Glass Sand 5 — ee 
Tri-Continental Corp. 6 —....- 1 Corn Products Refining 7 _.___ 10 Hershey Chocolate 4% _00-,siB Pet Milk 4% 5 
U. S. & Intl. Securities 5 1 Corning Glass 3% ____-__ 1 Heyden Chemical 3% —_... 1 (Chas.) Pfizer & Co.f 4 13 
Came. Cs... 3%. 6 Heyden Chemical 4.375 1 Phileo Corp. 3% —-— 5 
INDUSTRIALS Crown Cork & Seal 2.00 1 Higbie 5 —__. eT Philip Morris 3.90 8 
Crown Zellerbach 4.20 _......._. (R.) Hoe & Co. “1.00 . cailaeeestineauiteiniigie 1 Philip Meera Be inst tdniadiinds *% 
Abbott Laboratories} 4 9 ) ee Se yh aS Hollingsworth & Whitney 4 2 Quaker Oats 6 7 
Air Reduction} 4.50 —. 13 Diamond Alkalit 4.40 6 Hooker Electrochemical} 4.20 _. 8 Radio Corp. of Amer.j 3.50 —.. 19 
Allegheny Ludlum Steel} 4.375 _.. 4 Diamond Ice & Coal 5... —<~idYI' Hooker Electrochemical 4.25 ... 2 Ralston Purina 3.75 5 
Allis Chalmers Mfg.¢ 3% —.. 2 Diamond Match 1.50 8 Horn & Hardart 5... 4 Rayonier, Inc. 2.00 _. i A 
Allis Chalmers}* 4.08 —.. 18 pO NR ST i a ea. Houdaille-Hershey 2%4 hierocnabeal Remington Rand 4.50 _........._ 4 
Aluminum Co. of Amer. 3.75 —.. 13 Dresser Industriest 3% . ee ee 2 Hudson Pulp & Paper 5 —.. 1 Republic Steelf 6 —— — ~~~ 3 
American Brake Shoe} 4 (E.I.) du Pont de Nemours 3.50 9 Hudson Pulp & Paper 5.12 _..._ 2 Rheem Mfg.} 4.50 ——___-_. 2 
American Can 7 (E.I.) du Pont de Nemours 4.50 27 Hunt Foods 5 1 Robertshaw-Fulton Controls*{ 
American Can* 1.75 (Thomas A.) Edison 6% 1 Ingersoll-Rand 6 —___-_- 2 5.50 1 
American Car* 7 _.......__ Ekeo Products 4% 1 Interchemical Corp. 4% EY Rohm & Haas 4 —..._.__.._........._ 8 
Amer. Crystal Sugar pr.* 4.50 — 1 Endicott Johnson 4 _.... —_.. 8 ITE Circuit Breaker* 4.60 _. 4 St. Regis Paper* 4.40 —._. one 
American Cyanamidt 3% —.... 28 Firestone Tire & Salen AM ss International Harvester 7 _... 29 Scott Paper 346 er 
Amer. Machine & Foundry 3.90.. 1 Flintkote 4.00 — 4 International Min. & Chem. 4 — 1 Scott Paper 4 4 
Amer. Potash & Chem. 4 _...... 1 Food Machinery & Chem.+ 3.25 . 3 International Nickel 7 .._ 2 Sherwin Williams 4 ......-+-+-+-+.+-+-.-—s 4 
1.Y. Amer. Rad. & Stand San. 7 _.... 1 Food Machinery & Chem.} 3.75 . 12 International Paper 4 — 4 South Porto Rico Sugar 8 - 2 
Amer. Smelt. & Refin. 7 12 Foremost Dairies* 4.50 3 Jones & Laughlin Steel 5 _.. _ 1 Spencer Chemical* 4.20 1 
Amer. Sugar Refin.* 7 1 Fruehauf Trailer 4.00 — ~~ 4 Kaiser Aluminum & Chem. 5 —. 2 Standard Brands 3.50 ~~. 6 
veld Anchor-Hocking Glass 4 - 38 Gardner-Denver 4.00 _.._. 1 Kendall Co. 4.50 —........--._ 2 Sterling Drug 3.50 —————__ - 8 
fon- Amstrong Cork 3.75 _ 7 General Baking 8.00 —.._______. 1 Koppers Co. 4 6 Sylvania Elect. Prod. 4 _.._ 2 
lord imstrong Rubber 4% 1 General Cable 4.00 1 Liquid Carbonic} 3% 1 Sylvania Elect. Prod.j 4.40 _.._ 8 
d tlas Powder} 4 4 General Foods 3.50 9 Lowenstein & Sons 4% —.- 1 Talon, Inc. 4 1 
— Beatrice Foods 4% __. 8 General Foods* 3.75 1 (P.R.) Malloryt 4% —.. 3 Thompson Products 4 —___. mre 
(AS.) Beck Shoe 4% _.- 1 Genel Mie 6 Marathon Corp. 5 —---— ee Tung Sol Elect.¢ 4.3 ee 
states fe May 1955 423 











United Aircraftt.6 —— 13 
United Biscuit of Amer. 4.50 _. 5 





United Shoe Machinery 6.00 _. 1 
Gf eee 
U. S. Plywood 3.75 A 3 
U. S. Plywood} 3.75 B 5 
22 "> See 6 
U. S. Smelting & Refining 7 _.. 3 
ee ie peers PR see ae 40 
Victor Chemical Works 3.50 __ 2 
Victor Chemical Works} 4 __ 1 
Wesson Oil & Snowdrift} 4 __.. 3 
W. Va. Pulp & Paper 4.50 _.._ 1 


Westinghouse Elect. 3.80 
Woodward & Lothrop 5 
York Corp. 4.50 





MERCHANDISING 
Allied Stores 4 __ 


American Bakeries} 4% _ 2 
Associated Dry Goods 5% 2 
Bullocks, Inc. 4 __. 2 
Carson Pirie Scott 4% - 1 
City Stores; 4% 1 
Colonial Stores 4 —..._. 1 
Edison Bros. Stores 44%, _ 1 
Food Fair Stores 4.20 3 
Gimbel Bros. 4.50 2 
Grand Union* 4.50 _ ea | 
(mln. Gs oe _ 20 
1 
1 
3 
1 
1 
2 
3 
2 
7 
1 
3 











Grayson-Robinson Stores} 2.25 .. 
Halle Bros. 2.40 
Hecht Co. 3% 
Jewel Tea 3% 
Lane Bryant 4% __.. 
(R.H.) Macy & Co. 4% 
Marshall Field 4% 0 
May Dep’t Stores 3.75 
May Dep’t Stores 3.75(Ser. 1947) 
May Dep’t Stores* 3.75 (1945) .. 
McCrory Stores} 3.50 
Montgomery Ward 7 __._. 
Moore-Handley Hardware 5 __ 1 
(G.C.) Murphy 4% 
Neisner Bros. 4% _.. 
(J.J.) Newberry 3% _ 
Red Owl Stores* 4.75 __ 
Safeway Stores 4 “4 SEF 
Safeway Stores*} 4. 30° 








PETROLEUM 


Ashland Oil & Refining 1.50 _. 2 
Ashland Oil & Refining 5 
Atlantic Refining 3.75 
Chicago Corp.} 3.00 











General Amer. Oil of Texas 6 .. 1 
Kirby Petroleum 0.50 ae 
Pure Oil 5 _. 17 
Standard Oil of Ohio 3.75 3 
SS A ae 6 
pemrey Gal 6.95 000 3 
Tidewater Assoc. Oil* 1.20 _. 1 
Union Oil of Calif. 3.75 —... 11 


Pusuic UTinities 


Alabama Gas* 3.50 _... sid 
Alabama Power 4.20 





4 
Alabama Power 4.60 oo 
Amer. Natural Gas 6 oe ce | 


Appalachian Elect. Pwr. : 4% - . 14 
Arkansas Pwr. & Light* 4.32 __ 1 


Atlantic City Elect.* 4 1 
Atlanta Gas Light 4% __ 2 
Brooklyn Union ae 1 
California Oregon Pwr. 4.70 _._ 2 


California Oregon Pwr. 6 
a Ne 


California Oregon Pwr. 7 
Carolina Power & Light 5 


1 

| 

4 
Central Hudson Gas & El. 4.75. 1 
Cent. Illinois El. & Gas 4.10 _. 3 
Cent. Illinois Light _.. Sana aoe 
Cent. Illinois Pub. Serv. 4.92 __ 1 
Cent. Louisiana Elect. 4% 1 
Central Maine Pwr.* 3.50 1 
Central Pwr. & Light* 4 3 
Cent. Telephone 2.50 1 
Cincinnati Gas & Elect. 4 6 
City Water Co. of Chattanooga 5 1 
Cleveland Eléct. Illum. 4.50 ___ 11 
Coast Counties Gas. & El. 4 ____ 1 
Coast Counties Gas & El. 4.80 _ 1 
Colo. Interstate Gas* 5 sid 
Columbus & So. Ohio Elect. 4%. 1 
Conn. Light & Power 2.090 





PERE 2 | 
Conn. Light & Power 2.04 _.._ 2 
Conn. Light & Power 2.20 _... 1 
Conn. Light & Power* 2.06 1 


424 





GConeol:, Hd. of N.Y. 5. —~ 41 
Consol. Gas El. Lt. & 

i GR 
Consol. Gas El. Lt. & 

Pwe., Bakt. 44... § 
Consumers Power 4.50 — 16 
Consumers Power 4.52 — 9 
Dallas Power & Light* 4 2 
Dallas Power & Light 4.24 4 
Dallas Power & Light 4% _......_ 2 
Dayton Pwr. & Lt. 3.75 A 1 
Dayton Pwr. & Lt. 3.75 B ___ 1 
Dayton Pwr. & Lt. 3.90 —....... 8 
Delaware Pwr. & Lt. 3.70 __..... 4 
Delaware Pwr. & Lt. 4.00 we 3 
Delaware Pwr. & Lt. 4.56 _ 3 


Duquesne Light 3.75 
Duquesne Light 4.00 
Duquesne Light 4.15 
Duquesne Light* 4.10 
Duquesne Light* 4.20 
Durham Telephone 6 tee 
El Paso Natural Gas 4.10 

El Paso Natural Gas 4.40 
El Paso Natural Gas 5.36 
El Paso Natural Gas 5% 
El Paso Natural Gas 5.65 
Equitable Gasj 4.50 — 
Florias. Power 4.00 —___._.. 
Piortiaa Power* 4.40 —.____... 
Florida Power 4.60 —-............. 
Florida Power & Light 4.50 
Florida Power & Light* 4.32 
Gen’l. Telephone (Cal.)* 5 —_.. 
Gen’l. Telephone (Mich.)* 2.70 
General Telephone of Pa. 2.10 
General Telephone of Pa. 2.25 — 
General: Telephone of Pa.j 4.75.. 
Gen’l. Tele. of Southwest 51% 
Georgia Power* 4.60 —__........ 
Georgia Power 4.92 

Georgia Power 5.00 

Georgia Power 6.00 ——.——  .. 
Gold & Stock Tel.* gtd. 
Gulf Power 4.64 —____ ie 
Gulf States Utilities 4. 20 
Gulf States Utilities 4.40 
Gulf States Utilities 4.44 
Hawaiian Elect.* 5B 
Hawaiian Elect.* 444C 
Hawaiian Elect.* 5D 
Hawaiian Elect.* 5E ; Bee 
Hawaiian Telephone* 4.8 _.. 
Houston Lighting & Power 4 .... 
Houston Natural Gas 5 __--.-.....-- 
eee eee 
Illinois Power 4.08 
Illinois Power* 4.20 
Illinois Power 4.26 
Illinois Power 4.42 
Illinois Power 4.70 
Indiana & Michigan Elect. “A% - é 
International Utilities 1.40 - 
Interstate Power 4.70 —-............. 
Iowa-Illinois Gas & Elect. 4.36 - 
Iowa Pwr. & Light* 4.35 _.. 
Jersey Central Pwr. & Lt. 4 _. 
Kansas City Pwr. & Lt. 3.8 
Kansas City Pwr. & Lt. 4 —...... 
Kansas City Pwr. & Lt. 4% —_. 
Kansas City Pwr. & Lt.* 4.20 
Kansas-Nebraska Natural Gas 5 
Kansas Power & Light 5 
Kentucky Utilities 4% 
Lone Star Gast 4.75 —............ 
Long Island Lighting 5 
Long Island Lighting 54 A 
Long Island Lighting* 4.25 
Long Island Lighting* 4.35 ___.. 
Louisiana Pwr. & Lt. 4.96 _.. 
Louisville Gas & Elect. 5 _. 
Metropolitan Edison 3.80 
Metropolitan Edison 3.90 
Metropolitan Edison 4.35 
Metropolitan Edison 4.45 
Metropolitan Edison* 3.85 
Minneapolis Gas 5 ___................--.. 
Minneapolis Gas 5.10 
Minneapolis Gas 5.50 

Mississippi Power 4.60 — 
Missouri Power & Light 3. 90 hack 
Mo. Pub. Serv.* 4.30 
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Monongahela Power 4.40 3 
Monongahela Power 4.50 -_..... 2 
Monongahela Power 4.80 __._.... 2 


Narragansett Elect. 4% — 5 
Narragansett Elect.* 4.64 
New England Power 6 
Mm 2. Power & 1s. ‘4. 1 
N. J. Power & Lt. 4.05 


New Orleans Pub. Serv. 4% 
N. Y. State Elect. & Gas 3%. _. 
N. Y. State Elect. & Gas 4.40 _— 
N. Y. State Elect. & Gas 4% 
Niagara Mohawk Power 3.40 — 
Niagara Mohawk Power 3.60 — 
Niagara Mohawk Power 3.90 — 
Niagara Mohawk Power* 4.10 — 
Nor. Ind. Pub. Serv. 4% 
Nor. Ind. Pub. Serv. 4% 
Nor. Ind. Pub. Serv.7 4.56 
Northern Nat. Gas 5% — 
Northern States Pwr. 3.60 
Northern States Pwr. 4.10 — 
Northern States Pwr.* 4.11 
Northern States Pwr. 4.80 
as eee e.08 ot 6 
Cite mamon £40) 8 
Ohio Edison 4.44 5 
3 
4 
7 
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Ohio Edison 4.56+ —. 
Ohio Power 4.40 
Ohio Power 4.50 





Oklahoma Natural Gas 2.46 __... 1 
Oklahoma Natural Gas 4.75 3 
Oklahoma Natural Gas 4.92 2 
Pacific Gas & Elect.* 4.50 —... q 


Pacific Gas & Elect. 4.80 
Pacific Gas & Elect. 5 
Pacific Gas & Elect. 5% 
Pacific Gas & Elect. 6 
Pacific Lighting 4.50 
Pacific Lighting* 4.75 —.. 
roe ee Ss re. CON 


Panhandle East. Pipeline 4 —. 3 
Penmeniar Tel. 1.00 —— 1 
EEL IN PARE, ae 6 
aa. 2 te 9 





Penna. Elect. 4.40. - 8 
Penna Elect. 4.70 —....... 3 
Penna. Power 4.24 __ 6 
Penna. Power 4.25 6 


Penna. Pwr. & Lt. 8.35 ..— 5 
Penna. Pwr. & Lt. 4.40 
Penna. Pwr. & Lt. 4.50 


Penna. Pwr. & Lt. 4.60 —--....- 3 
Penna. Water & Pwr.* 4.50 -.. 1 
Penna. Water & Pwr. 5.00 ~~~ 5 
Philadelphia Elect. 1.00 - 5 
Philadelphia Elect. 3.80  --...----- 19 
Philadelphia Elect. 4.30 ——-.-.- 4 
Philadelphia Elect. 4.40 14 
Philadelphia Elect. 4.68 

Philadelphia Sub. Water 3.65 —. 1 
Philadelphia Sub. Water 4.95 — 1 
Potomac Edison 4.70 —~....-.---------- 1 
Potomac Elect. Pwr. 3.60 A 2 
Potomac Elect. Pwr. 3.60 B —---- 1 
Public Service of Colo. 4% 5 
Public Service of Colo. 44% -—~.. 2 
Public Service of Ind.* 4.16 ~~ 3 
Public Service of Ind. 4.32  ... 8 
Public Service of Ind. 4.90 - 1 
Public Service of N. H. 3.35 —... 1 
Public Service of Okla. 4 —-.. 1 


Public Service El. & Gasj 1.40. 13 
Public Service El. & Gas 4.08... 5 
Public Service El. & Gas* 4.18.. 4 
Public Service El. & Gas 4.70... 1 


Rochester Gas & Elect. 4 —..... 2 
Rochester Gas & Elect. 4.75 2 
Rochester Telephone 5 _--..--.- 2 


San Diego Gas & Elect. 4.40 — t 
San Diego Gas & Elect. 4.50 - 4 
San Diego Gas & Elect. 5.00 ~~ 2 
San Jose Water Works 4.75 A .. 1 
San Jose Water Works 4.75 B — 1 
San Jose Water Works} 4.70 — 1 
Savannah Elect. & Pwr. 5.36 _. 1 
Scranton Spring Brook 

Pe 
Sierra Pacific Power 6 —-.-....... 
So. Carolina El. & Gas* 4.50 
South Pittsburgh Water* 4.70 — 
South Pittsburgh Water 4% —_-- 
Southern Calif. Edison Original. 
Southern Calif. Edison 4.08 — 
Southern Calif. Edison 4.32 — 
Southern Calif. Edison{ 4.48 __.. 
Southern Calif. Edison 4.88 __-... 
Southern Indiana Gas & 

So aoe 
Southern Union Gas 4.25 —__-..... 
Southern Union Gas 5... 
Southwestern Elec. Serv. 4.40 — 
Southwestern Pub. Serv. 3.70 —. 
Southwestern Pub. Serv. 4.15 —. 
Southwestern Pub. Serv.* 4.60 
Southwestern Pub. Serv.* 4.36 
Tene Hiatt 4.16... 

Tesea Geet. 222 1 
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Tenn. Gas Transmission 4.10 











Tenn. Gas Transmission 4.25 __ : 
Tenn. Gas Transmission 4.60 __ } 
Tenn. Gas Transmission 4.64 __ ¢ 
Tenn. Gas Transmission 4.65 __ ¢ . 
Tenn. Gas Transmission 5.10 __ 7 
Tenn. Gas Transmission 5.25 __ 4 
Tenn. Gas Transmission 5.85 __ 4 
Tenn. Gas Transmission* 5.12 _ } 
Texas Eastern 

Transmission} 4.50 —___ ae 
Texas Eastern 

Transmission{ 4.75 — 1 
Texas Eastern 

Transmission 5.50 ae 
Texas Elect. Serv. 4 ee 
Texas Elect. Serv. 4.56 8 
Texas Elect. Serv. 4.64 1 
Texas Gas Transmission 5.40 __ ]} 
Texas Pwr. & Light* 4 . | 
Texas Power & Light 4.56 4 
Texas Power & Light 4.84 _... } 
Toledo Edison 4.25 _......... § 
Transcontinental Gas 

yl eS | re: | 
Trankune Ges 6.00 2. +4 
Union Elect. of Mo. 3.50 — 5 
Union Elect. of Mo. 3.70 — 1 
Union Elect. of Mo. 4.00 ~_. § 
Union Elect. of Mo. 4.50 — at 
Virginia Elect. & Power 4.20 _ 3 
Virginia Elect. & Power 5 —_._ 12 
Washington Gas Light 4.25 ___ 6 
Washington Gas Light? 4.50 __ 2 
West. Penn. Power 4.10 — ae’ 
West. Penn. Power 4.20 6 
West. Penn. Power 4.50 ~~. 11 


West. Texas Utilities* 4.40 
Western Natural Gas* 5 
Wisconsin Elect. Power 3.60 — 
Wisconsin Elect. Power 6 —_- 2 
Wensaster County Elect.* 4. 44 1 


TRANSPORTATION 


Alabama Great Southern 6 —_ 
American Airlines} 3.50 —~.. 5 
Atchison, Topeka & S. Fe 5 _.- 13 
Atlanta & Charlotte 
po a | eee dey 
Atlantic Greyhound 4 ~~. 1 
Carolina, Clinchfield & Ohio "7" 4 
Chesapeake & Ohio Rwy.j 3% - 4 
Chicago, Rock Island & 

Pacific 5 .. ia ete heed 
Denver, Rio Grande & 

Westernj 5 aA 
a eee 
Greyhound*® § ___. 

Kansas City Southern ‘Rwy. a = 
New York, Chicago & 

Sy, Gas 
Norfolk & Western 4 __......— 
North Penna. R.R. 4 _...... a 
Norwich & Worcester R.R. ‘8 
Phila., Germantown & 

Norristown R.R. 6 _-.--— 
Pitts., Ft. Wayne & 

Cite eee Fe 
Reading Co. 4 Ist —......_- 3 
Reading Co. 4 2nd _... cole 
Souithen Reg? 5. .... & 
Union Pacifie BB. 4 _._._.—. ae 

1 
4 
7 
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United Air Linesj 4.50 - 

United N. J. R.R. & Canal Gta. 
Virginian Railway 6 -......_-— 
Western Pacific R.R. 5 —~--—- _ 
Wheeling & Lake Erie R.R. ~-— 


MISCELLANEOUS 
Ameriesn Gaull 6 ...______ Bie 
American Tobacco 6 — e 


American Viscose 5 
Avondale Mills 4.50 
Burlington Mills 4 , 
Comes 425 0 
Celaneset 4% —— ~~~ 
Celanese 7 
Cluett Peabodyj 4 —-------..---—--— = 
Cluett Peabody 7 Be 
Dan River Mills 4.50 —-.--—-— 
an. WwW.) Bae TT ag 
Liggett & Myers Tob. 7 — 
(i?) inte T°. : 
iain 6 _ 
(R.J.) Reynolds Tobacco 3.60 - 
(R.J.) Reynolds Tobacco 4.50 
Southwestern Investment* 1.00 -. 
Tein, Ie? 2) TT si 
Universal Leaf Tobacco 8 -———— 
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FORTY-NINTH 
ANNUAL REPORT 


1954 


1954 surpassed all 
previous records in sales 
of gas and electricity, 
gross operating revenue 


and number of 


customers served. 


Highlights OF THE YEAR'S OPERATIONS 


Gross operating revenues from all 
sources reached a new peak of $386,- 
244,000 and exceeded those of the pre- 
vious year by $22,139,000, or 6.19. In 
addition, miscellaneous income amount- 
ed to $1,035,000, consisting principally 
of dividends from subsidiary companies. 


Sales of electricity to customers totaled 
15,042,000,000 kilowatt-hours, or 1.8% 
over those of the previous year. In 
addition, we delivered for the account 
of others 943,000,000 kilowatt-liours. 
Combined sales to customers and de- 
liveries for others exceeded those of 


1953 by 5.0%. 


Sales of gas to our customers totaled 
243,508,000,000 cubic feet, an increase 
of 16,455,000,000 cubic feet, or 7.2%. 
In addition, 71,092,000,000 cubic feet 
of gas was transported for use in our 
steam-electrie generating plants and 
for other Company uses. 


PACIFIC GAS AND ELECTRIC COMPANY 


At the year-end we were supplying 
service to 2,973,590 customers in all 
branches of our operations. The net 
gain for the year was 244,422, of which 
139,642 were acquired on August 31, 
1954, as a result of the merger of Coast 
Counties Gas and Electric Company. 


We experienced a further gain in the 
number of stockholders participating 
in our ownership. At the year-end we 
had 217,336 stockholders of record, a 
gain of 10,253 for the year. Of the total, 
88,259 were preferred stockholders and 
129,077 common stockholders. 


Control of Pacific Public Service Com- 
pany was acquired in February 1954. 
The company and its principal sub- 
sidiary, Coast Counties Gas and Elec- 
tric Company, were merged into this 
Company on July 30, 1954 and August 
31, 1954, respectively. 


Expenditures for expanding and enlarg- 
ing our facilities totaled $170,933,000 
for the year, or about $26,000,000 be- 
low the peak established in the previous 
year. A further reduction in these ex- 
penditures is anticipated in 1955. 


If you'd like to know more about P. G. and E. write: 
K. C. Christensen, Treasurer, 245 Market St., San 
Francisco 6, California for a copy of our Annual Report. 





we 


In order to offset the higher cost of 
out-of-state gas purchased by the Com- 
pany, higher gas rates estimated to 
increase our gross revenues $7,073,000 
annually were placed in effect on De- 
cember 1, 1954. On a full year’s basis, 
this increase will add about 20 cents a 
share to our earnings. 


Bonds and preferred stock with an ag- 
gregate par value of $85,000,000 were 
sold to finance our continuing construc- 
tion program. About 681,000 shares of 
common stock and 72,000 shares of 
preferred stock were issued in exchange 
for securities of acquired companies. A 
$65,000,000 bond issue was sold to re- 
fund our outstanding Series V bonds. 


Net earnings for the common stock 
amounted to $2.89 a share compared 
with $3.12 in the previous year, both 
based on the average number of shares 
outstanding in the respective periods. 
Based on end-of-period shares out- 
standing, our earnings were $2.88 a 
share compared with $2.82 a share in 
the previous year. 


PRESIDENT 


Pacific Gas and Electric Company 


245 MARKET STREET « SAN FRANCISCO 6, CALIFORNIA 


P.G.&E. Serves 46 of California’s 58 Counties... 
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YIELDS oF YIELDS oF PRICES, DIVIDENDS 

TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 

BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
- 1.25 ; ' 4 Pee ' ' 2604 F130 ; ; 
, IN PERCENT ; : IN PERCENT j PRICES AND DIVIDENDS a 
($ PER SHARE ) 
3YEA ® 
- 1.50 YEARS 1.50- 120 4 
\ 2.80 — 
5 YEARS - 110 4 
- 1.75 Se 1.75 
3.00 
— PRICES 4 
= 2.00 
3.204 
SS 2S | 
- 2.25- YIELD 
‘o 
rs 3.40 = = 3 = 
, | 
= | 250 -— 
3° / 3.60 a ry 
» PS , 7a dl ‘ 
LRA sy of oe \vs i | 
- wy ay af } A 278- YIELDS..." 
7s \ NA - 60 \ 5-4 
ii A i Fo \ of Le ' 
| 10 YEARS\\/ + 3.80 1 / ~Baa 3.80 - a 
Vas 3.00- yw ie 3s sia 
+ - 6 4 
- 
\ { 
eee i /4S,0F 6/15/83-78 | | 400 4.00- <o--~---~--- 
+40 a 
oy. DIVIDENDS 
F 9/15/7. 7 
ee = (0 SCALE) 
+ 1952 | 1953 | 1954 | 1955 - r- 1952 l 1953 | 1954 | 1955 - = 1952 | 1953 l 1954 | 1955 - 
April March April 
1955 1955 1954 1954-55 1951-53 1946-50 1941-45 1931-40 1919-1930 
—— End of Month —— Range for Period 
l. U.S. Government Yields —...._.__ 
8-Year Taxable Treas. _....-._--. % 2.40 2.24 1.43 2.40-1.35 2.80-1.68  1.68-0.90 1.32-1.07 (a) (a) (a) 
6-Year Taxable Treas. —__. % 2.57 2.50 1.75 2.57-1.75 3.00-1.76 1.87-1.06 1.70-1.24 (a) (a) (a) 

10-Year Taxable Treas. .....- 2.73 2.65 2.33 2.73-2.33 3.16-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 

Bank 214s, 9/15/72-67 _...-_--_ % 2.77 2.73 2.46 2.77-2.42 3.16-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 

Victory 2%, 12/16/67 ——._._.... % 2.77 2.72 2.46 2.77-2.43 3.31-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 

8%s, 1983-78 % 2.85 2.84 2.69 2.91-2.56 (b) (b) (b) (b) (b) 

3s, 1995 % 2.98 2.98 oe : 

2. Corporate Bond Yields _....______ 

Aaa Rated Long Term ‘ 3.01 3.01 2.87 3.11-2.85 3.44-2.65 2.91-2.45 2.88-2.59 6.75-2.70 6.38-4.42 

Aa Rated Long Term C 3.14 3.12 3.02 3.27-2.99 3.52-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 

A Ratea tong Term —— ‘ 3.19 3.18 3.15 3.39-3.12 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 

Baa Rated Long Term tc 3.49 3.48 3.47 3.74-3.44 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax-Exempt Bond Yields __. 

Aaa Rated Long Term 1o/, 2.08 2.08 2.17 2.21-1.90 2.73-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (b) (c) 

Aa Rated Longe Term ——_____.... - % 2.25 2.26 2.29 2.32-2.00 2.96-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (b) (c) 

A Rated Long Term —— —___........... a & 2.57 2.57 2.67 2.83-2.37 3.34-1.72 2.64-1.28 2.49-1.49 3.29-2.11 (b) (c) 

Baa Rated Long Term -.. % 3.08 3.08 3.19 3.32-2.90 3.79-1.98  3.05-1.57 2.94-1.80 3.71-2.60(b) (c) 

4. Preferred Stock Yields — ~~. 
Industrials—High Dividend Series 
ES Sa . % 3.89 3.91 3.88 3.94-3.84 4.24-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
nn) NPN N% 4.50 4.54 4.84 4.96-4.50 5.28-4.68 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Divended Series 
High Grade _ % 3.64 3.66 3.71  3.82-8.63 4.02-3.45  3.92-3.27(d) (d) (da) (d) 
| % 4.07 4.12 4.08 4,.27-4.05 4.39-3.80 4.20-3.52(d) (d) (d) (d) 
Utilities—Low Dividend Series __.. 
ee I eH 3.90 3.96 4.01 4.14-3.85 4.45-3.77 4.24-3.40(d) (d) (d) (d) 
Medium Grade ——  _........ N 4.19 4.28 4.29 4.51-4.17 4.87-4.19 4.65-3.69 (d) (d) (d) (d) 
6. Common Stocks 

125 Industrials—Prices (f) — = $122.40 117.61 90.76 122.40-77.81 80.89-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81 (e) 

125 Industrials—Dividends (f) — $ 4.93 4.92 4.41 4.93-4.27 4.55-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (e) 

125 Industrials—Yields ~~... - % 4.03 4.18 4.86 5.49-4.03 6.84-5.14  7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (e) 
(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. Jan. 2, 1946. 

({e)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—125 Industrials Averages date from Jan. 1, 1929. 
(f)—Dollars per share. 
*Revised 
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Painting by Marshall Johnson in collection of State Street Trust Co., Boston 


SUBSTANTIAL IMPROVEMENT IN THE 

fundamental characteristics of the 
tire and rubber industry has brought 
about re-evaluation of the investment 
position of leading companies. During 
the last five years earnings of the major 
rubber fabricators have received higher 
appraisals in recognition of the indus- 
try’s reduced dependence upon the more 
cyclical elements which proved so diffi- 
cult in prewar years. As a group, tire 
and rubber shares have out-paced vir- 
tually all other industries during the 
1949-55 bull market. 


The industry is currently producing 
automobile and truck tires at virtual 
capacity, presently some 442,000 tires 
daily, or 110 million annually based on 
a five-day week. With the automobile 
industry operating at an annual rate of 
over 8 million cars during the first half 
of the year and replacement tire ship- 
ments running well ahead of the in- 
dustry’s earlier projections, tire facili- 
ties have been strained to meet the de- 
mand. In the first quarter shipments of 
original equipment tires were up 42.5% 
over 1954 and replacement tire ship- 
ments exceeded the previous year by 
19.1°%. Total tire shipments ran 29.3% 
over a year ago. 

For the year as a whole the industry 
anticipates shipping approximately 101 
million tires, or somewhat in excess of 
the 98 million tires shipped in 1950, 
the previous peak and the year in which 
Korean scare buying played a major 
role. Estimated 1955 tire shipments 
therefore may be about 11% above last 
year’s total of 90.3 million. 


Reflecting the current high level of 
general business, other industrial and 
fabricated products are likewise in good 
demand. Foam rubber is finding in- 
creasing acceptance in automobiles and 
furniture. With production in each of 
these major outlets soaring, foam rub- 


May 1955 





ber demand continues particularly 
strong. Total new rubber consumption 
for 1955 is estimated at 1,425,000 long 
tons, or 15.5% above the 1954 total of 
1,233,412 long tons and industry off- 
cials confidently expect to surpass pre- 
vious sales peaks in 1955. With a low 
unit overhead, and no further increases 
in the prices of raw materials, pretax 
profit margins will certainly exceed last 
year. Reported earnings will surpass 
1954, although in some cases they may 
not equal the inflated levels of 1950-51 
when large inventories of low cost tires 
were worked down at very advantage- 
ous prices. 


Basic Industry Position 

in prewar years the industry was 
plagued with over-capacity and ran 
large raw material inventory risks as a 
matter of course, due to its dependence 
upon natural rubber. Natural rubber 
prices have had a long history of vio- 
lent instability, and tire companies often 
failed to profit from an increase in de- 
mand because of huge inventory losses. 
Price cutting at the manufacturer’s level 
was commonplace and the profit margin, 
even in good years, has always been 
low when windfall profits from inven- 
tory fluctuations were eliminated. In 
the preware period operations at 70-80% 
of tire capacity were considered normal 





After graduation 
from Brooklyn Poly- 
technic Institute with 
a degree in mechan- 
ical engineering, the 
author served as a 
Lieutenant aboard 
the U.S.S. South Da- 
kota. He _ received 
an M.B.A. in finance 
from Columbia Uni- 
versity's Graduate School of Business Ad- 
ministration in 1949. Since 1950 he has been 
with Tri-Continental Corporation as a se- 
curity analyst. 
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RUBBER 


Now LESS VOLATILE AND 
MorRE DIVERSIFIED 


FREDERICK E. KUHLKEN 


and in a year of recession, such as 
1938, production declined to 60% of 
capacity. 


With the development of a suitable 
synthetic rubber under the stimulus of 
wartime necessity and the construction 
by the government of huge synthetic 
plants, the industry found itself with a 
practical post-war solution to its inven- 
tory problem. The rubber companies 
could vary the proportion of synthetic 
and natural rubber to offset fluctuations 
in the natural rubber market, with the 
price of synthetic rubbers held more or 
less uniform by the costs of production 
and sufficient capacity available to take 
care of a substantial proportion of the 
industry’s needs. Although natural crude 
is still required for truck tires and vari- 
ous other uses, the proportion of nat- 
ural to synthetic consumed by the in- 
dustry may be varied sufficiently to 
provide inventory flexibility. In 1954 
total new rubber consumption was di- 
vided between natural and_ synthetic 
about fifty-fifty. As a result of the rise 
in natural rubber prices during the past 
six months, this ratio is expected to be 
weighted in favor of synthetic in 1955, 
with synthetic rubbers accounting for 
perhaps 60% of the total. 


With the purchase by the rubber in- 
dustry of the government-owned plants, 
the basic raw material will be under 
direct industry control for the first time. 
The current base price of 23 cents a 
pound for GR-S should be sufficient to 
produce a profit margin substantially 
in excess of the average margin for the 
industry’s domestic operations. Should 
the price of butadiene and other raw 
materials increase, the base price of 
GR-S and other synthetics would be 
advanced proportionately. The major 
rubber companies cannot fail to bene- 
fit from the acquisition of the synthetic 
plants since they will themselves provide 
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a complete market. And the plants were 
acquired at a cost which will permit 
satisfactory profits. Other synthetics 
will be added as research permits, so 
that a broader range of rubbers will be 
available to industry. Some further ex- 
pansion in capacity will be required 
over the next few years and the industry 
is developing plans for more efficient 
plants employing advanced processes. 


Growing Replacement Demand 


The rapid increase in automobile 
population during the postwar years 
has caused an expansion in the market 
for replacement tires, a more stable 
and profitable segment than the market 
for original equipment tires. In 1939 
the industry shipped 37.5 million re- 
placement tires; by 1949 shipments rose 
to 43.5 million and by 1954 to 55.2 
million. For 1955 replacement shipments 
are estimated at approximately 59 mil- 
lion tires, or about 59% of total ship- 
ments. The profit margin on original 
equipment tires is normally quite low 
and it has been said that there is as 
much profit in one replacement tire sale 
as in the sale of 1.5 original equipment 
tires, 

The introduction last year of the 
third line tire has not significantly 
changed the high proportion of first 
line tires sold in the replacement mar- 
ket. In recent years first line and pre- 
mium passenger tires have accounted 
for approximately 75% of replacement 
tire sales as against not more than 30% 
prewar. The industry has consistently 
increased the average mileage which a 
tire is capable of despite higher average 
speeds and horsepowers which subject 
tires to greater wear and strain. A con- 
tinual increase in construction tech- 
niques, together with the use of new 


Firestone News Service, Akron, Ohio 


Rubber is made tough and resilient for tires by mixing it with 
sulphur, carbon black and other chemicals. Above, a worker 
operates a mixing mill which blends the different materials. 
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materials such as rayon and nylon tire 
cord, have permitted the industry to 
keep pace with automobile advances 
and improve the life span of the tire. 
With prudent driving, first line pass- 
enger tires should be good for about 
30,000 miles. As a result of the greater 
basic strength of today’s tire, recapping 
has become of major importance. To 
a large degree it has replaced the form- 
erly popular third line tire. It is esti- 
mated that the ratio of retreads to new 
replacement tire sales in 1955 will ap- 
proximate 42% as compared with 23% 
in a normal prewar period. 


Upgrading to Better Profits 


The tubeless tire has become standard 
equipment on 1955 automobiles and 
presently accounts for approximately 
75% of current production of first line 
tires as against a relatively insignificant 
proportion as recently as a year ago. 
The shift was made with comparatively 
little difficulty. Although the price for 
a tubeless tire is comparable to the 
equivalent first line tire plus tube, pro- 
duction costs are slightly lower for the 
tubeless tire and the changeover should 
have a favorable effect upon profit 
margins. 

The importance to sales of maintain- 
ing a relatively high proportion of re- 
placement sales in higher quality tires 
is indicated by the following table, com- 
paring list prices for various standard 
Ford, Chevrolet and Plymouth 6.70 x 


15 casings: 


List Price per Tire 


Nylon tubeless with 
punctureproof sealant _ 

Nylon tubeless 

First line tubeless 

Second line regular 

Third line regular 


$66.50 
36.76 
29.75 


Another recent 
development has 
been increasing use 
of nylon to replace 
rayon high tenacity 
tire yarns. Nylon 
is considerably 
stronger and offers 
the highest protec- 
tion presently avail- 
able. Its disadvan- 
tages are a tendency 
to stretch and pro- 
duce a soft spot in 
the tire, which re- 
quires a period of 
driving to work out, 
and the relatively 
high cost of nylon 
as compared with 
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Rubber Consumption by End Products 


Rubber 
in % 
Pounds Total 
1,233,412 100.0 
777,319 63.0 


Total 
Transportation (tire) 
Non-transportation 
(non-tire) 
Foam rubber 
Heels and soles _ 
Automotive 
Wire and cable __ 
Materials excl. 
automobile 
Footwear 





456,093 
81,188 
52,000 
35,300 
40,000 


3,900 
24,800 
17,100 
15,700 
10,600 
13,500 


Pack and gaskets. 


Rubber flooring __ 

Household and 
appliance prod. _ 

Drug sundries 

All other 


12,200 
11,500 
138,305 





rayon. Nylon is extensively used in 
truck tires where it offers a lower cost 
per mile despite the initially higher 
price. Its use in passenger tires will un- 
doubtedly increase over the next few 
years, although acceptance by the auto- 
mobile industry for original equipment 
must necessarily depend upon lower ny- 
lon prices. Employing wire to replace 
tire cord in truck tires is an advantage 
only where the tire is to be used for 
high speeds in rough terrain. The cost 
of such a tire is considerably above a 
nylon tire. 


The industry continues to experiment 
and develop new synthetic rubbers with 
longer life spans. Considerable progress 
has been made although it is quite un- 
realistic to expect that a substantial in- 
crease in tire life can be achieved over- 
night. A German product known as 
“Vulcollan” has found application in 
belts, soles and heels. It shows an ex- 
tremely high resistance to tear, abrasion 
and combustion but does not appear to 
have sufficient resilience for general tire 
use, and processing is difficult. Varia- 
tions of Vulcollan are under develop- 
ment by each of the major companies 
and it is entirely feasible that an accept- 
able tire tread will be developed over 
the next few years. But undoubtedly 
such a tread will be high cost and its 
use restricted to premium tires for some 
time. 


Diversification Growing 


In the postwar years the major rub- 
ber companies have reduced their de- 
pendence upon tires by developing new 
markets for other rubber products and 
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for the foreign sub- 
sidiaries of estab- 
lished companies. 
Profit margins are 
well above domestic 
margins, and with 
the generally im- 
proved exchange sit- 
uation it has become 
possible to return 
practically all for- 
eign earnings. The 
excellent outlook, 
however, has made 
it desirable to con- 
tinue to expand the 


Firestone News Service 


A Firestone Tire & Rubber Co. employee places a “green” tire 

over a “curing bag.” When the mold closes, the tire is pressed 

between steam-heated plates and the curing bag is inflated, thus 
forcing the tire into its proper shape. 


facilities abroad 
through reinvest- 
ment. Firestone and 
Goodyear have rela- 


B products. 


through participation in the plastics 
and chemical fields. Non-tire rubber 
products currently account for 37% of 
total new rubber consumption, up from 
26% in 1947 and 33.2% in 1951. Foam 
rubber continues to show the most rapid 
growth as the usage in automobiles and 
in furniture is expanded. Industry 
sources estimate that 105,000 long tons 
of foam rubber will be produced in 
1955 from natural and synthetic latex. 
Qiher non-tire products generally fol- 
low the trend of general business and 
in particular of automobile production. 
In the table opposite are estimates of 
1954 new rubber consumption by end 
products, 


From the production of rubber 
chemicals, chiefly accelerators and oxi- 
dizers, now of secondary importance, 
the larger companies have entered the 
field of plastics and allied chemical 
Polyvinyl chlorides, resins 
and consumer products are of import- 
ance to several companies, principally 
Goodrich, which derives a substantial 


§ proportion of its sales and earnings from 


chemicals and plastics. 
Other Profit Sources 


Retail store operations are important 
to most of the major companies. A 
large variety of rubber and non-rubber 
products are sold at retail through 
hundreds of company-owned and oper- 
ated stores, although the principal prod- 
uct continues to be replacement tires. 


Foreign sales and earnings are grow- 
ing at a more rapid rate than the more 
stable domestic business. The growth 
in automobile population abroad, par- 
ticularly in Europe and South America, 
has resulted in an expanding market 
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tively large invest- 
ments abroad, while Goodrich and U. S. 
Rubber operate on a_ smaller scale 
through management contracts, in co- 
operation with local capital. Rubber 
plantations are of some importance to 
all of the majors with the exception of 
Goodrich. Although plantation earnings 
can be substantial during periods of high 
rubber prices, such as 1951 for example, 
a much larger quantity of rubber is 











purchased from outside sources than the 
plantations can supply. 


Price Structure and Inventories 


Sound 


The basic price structure for rubber 
products has held firm during the post- 
war period despite the normal seasonal 
tire sales in early summer and fall. 
List prices for tires are seldom observed 
and normal discounts of 25% to 35% 
are common practice. At the manufac- 
turer’s level, however, the usual source 
of prewar troubles, only the customary 
added discounts to stimulate the Memo- 
rial and Labor Day sales have been 
allowed. Truck tires are normally 
closely competitive and reflect the levels 
of natural rubber prices and keen trad- 
ing by large fleet operators. 


In November 1954 tire prices were 
raised by 5% across the board and in 
January of this year passenger tires 
were increased 214% and truck tires 
by 5%. In February both were raised 
a further 244%. On April 1st original 
equipment tires were increased in price 
by an undisclosed amount. It is prob- 
able that the price increases have more 
than compensated for higher wage bene- 
fits and increased natural rubber prices. 


Manufacturers’ inventories of pass- 
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enger and truck tires are slightly below 
comparable levels of a year ago and 
well below levels considered normal in 
the prewar period. Stocks of passenger 
tires aproximate 1.4 months as com- 
pared with 2.0 months formerly consid- 
ered normal. Stocks of truck tires ap- 
proach 2 months’ supply versus an his- 
torical normal of 2.8 months. 

Spring dating has been running 
ahead of last year and it is believed that 
dealers have built up their inventories 
somewhat over last year. Total distribu- 
tors’ stocks of passenger tires approxi- 
mated 9.9 millions at the close of last 
year, according to one estimate, as 
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compared with 8.9 millions for 1953. 
Dealers would be expected to carry 
larger stocks, however, in view of the 
prospective price increases and_ the 
larger variety of tires to be stocked. 
Nylon and tubeless tires were relatively 
insignificant as recently as two years 
ago. Now dealers must stock as many 
as 17 different types of tires for a 
single casing size. Truck tires, on the 
other hand, were estimated at only 2.1 
million versus 2.2 million a year ago. 
And here the absence of a new type of 
tire has not caused an unnatural rise in 
dealer inventories. On balance it ap- 
pears that inventories throughout the 
pipeline are not excessive, but bear a 
normal relationship to the market. 


Longer Term Prospects Favorable 


Although a large proportion of the 
industry’s total sales volume will always 
be dependent upon automobile and 
truck production, the crucial area for 
earnings will surely be the replacement 
tire market. The continued growth in 
automobile population should create an 
expanding market in the industry’s 
more profitable demand segment. A pro- 
jection of the number of automobiles 
over 214 years of age on the road clearly 
indicates this trend. The average life of 
a passenger tire casing approximates 
2% years. 


Estimated 
Passenger 
Automobiles 
Over 2, Years 
of Age 


(Millions) 


24.6 
31.5 
33.4 
34.5 
36.5 
38.9 
41.3 
43.0 


% Increase 
Over Prior 
Year 


1951 - 

1964 __. 
1955 

£9060... 

1957 _ z 
re 
1959 - Bs ba 
1960... 


A general decline in disposable con- 
sumer income, however, could create 
problems for the industry. Second and 
third line tires account for only 20% to 
25% of replacement sales. Prices and 
margins for first line and premium tires 
are substantially above the second line 
tire and are therefore vulnerable to re- 
duced demand. Approximately 50% of 
replacement tire sales are in white side- 
wall tires which carry a relatively high 
profit margin. In prior years white side- 
walls accounted for only 5 to 6% of 
the market. Obviously the present ratio 
would be sharply reduced in more diff- 
cult times. A reduction in the average 
annual mileage driven could adversely 


affect replacement tire sales during q 
period of depressed general business, 
and a severe cutback in autobile pro- 
duction would create temporary over. 
capacity and increase the possibility of 
general price cuiting in an_ industry 
where price wars have been frequent, 


On the other hand, diversification jp 
plastics and chemicals, combined with 
a profitable and expanding foreign 
market and raw material stability, has 
given the industry more basic strength 
to meet such a period than ever before, 
Over the longer term rubber fabricators 
should experience greater growth than 
that of the economy as a whole. 


Financial Positions Improved 


The major rubber companies have 
significantly improved their financial 
positions and capitalizations in recent 
years. Working capitol appears to be 
adequate for all forseeable needs and 
current and cash ratios indicate a sub- 
stantial degree of financial strength. 
Common equity has been raised from 
50 to 60% of total capitalization at the 
close of 1945 to a more conservative 61) 
to 85% at the present time. U. §. 
Rubber’s equity, although 
somewhat improved over 1945, is still 
about 48% of the total. 


common 


Capital expenditures are expected to 
continue at about present levels over 
the forseeable future to provide in- 
creased tire capacity and for further 
expansion in non-tire rubber products. 


United States Rubber Co. 


Marvinol VR-10 compound is extruded 
through circular die. High strength, lack of 
odor, good moisture-vapor barrier makes 
Marvinol extruded film particularly adapt 
able to manufacture of packaging materia's. 
Extrusion process for manufacture of bags 
cuts costs of heat sealing. Film has beet 
made on extruder shown above which 3 
less than 1 mil thick. 
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United States Rubber Company produces 
many consumer products for fashion and 
the home, including: bathing cap, Carosel 
dish towels, beach bag, canvas rubber-soled 
footwear, Rubiyarn ginghams, Lastex yarn, 
Naugahyde Rug Underlay, child’s raincoat, 
Asbestos ironing board cover, beach toy, 
hot water bottle, rubber household gloves, 
Koylon foam pillow, jar rubbers, garden 

hose and protective rubber footwear. 


chemicals and plastics. The industry 
does not have the benefit of heavy ac- 
celerated amortization charges to en- 
large projected cash generation. With 
capital expenditures running substanti- 
ally above depreciation charges, retain- 
ed earnings will be expected to make 
up the difference. Cash dividends have 
been low in relation to earnings during 
the entire postwar period, averaging 
only 35% for the four major rubber 
companies during the years 1946-54. 
Prewar, cash dividends were the ex- 
ception rather than the rule, but during 
the war years 1940-5, when earnings 
showed consistent improvement, the 
payout averaged only 30% as financial 
resources were rebuilt. Assuming con- 
tinued good business, dividends may be 
expected to be increased moderately. So 
long as the need for money continues, 
that is to say, so long as the rubber in- 
dustry continues to grow at its present 
rate, shareholders will probably be sat- 
ised with a conservative payout. Over 
the longer term, the improvement in 
capitalization should allow an average 
normal payout which more closely ap- 
proximates other industries. 


A 8 A&A 


® First National City Bank of New York 
is the only bank among the fourteen 
companies“ whose management was re- 
cently rated higher than 90% by the 
American Institute of Management. 
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Bank Fiduciary Fund in 
Operation 


The Bank Fiduciary Fund, Inc., in 
process of organization for several years 
by a committee of the New York State 
Bankers Association Trust Division, 
started operation as of April 29th with 
an initial day total participation in 
excess of one million dollars, topping 
expectations of its sponsors. These funds 
came from trusts administered by banks 
which do not have a common trust fund 
of their own. 


On the basis of nine competitive bids 
submitted by trust companies, The Han- 
over Bank, New York, has been chosen 
to act as investment manager and cus- 
todian for the Fund. The basis of com- 
pensation is: $1 per $1,000 of princi- 
pal value up to $5 million, $.80 on the 
second $5 million and, when values ex- 
ceed $10 million, the rate on the entire 
amount will be $.80 per $1,000. 


A A A 
Illinois Prudent Man 
Investment Policy Surveyed 


Results of a trust investment survey 
under the Illinois “Prudent Man” stat- 
ute, presented to the Illinois Bankers 
Association Trust Division meeting on 
April 29th by the committee chairman, 
Henry M. Bodwell, vice president, The 
Northern Trust Co., Chicago, indicated 
that generally good use has been made 
of the wider powers granted ten years 
ago. Representing returns from only 20 
banks, seven of them in Chicago, defi- 
nite conclusions might be of question- 
able significance. The principal feature 
seems to be that: 17 are using equities 
freely from 30-45%, with an average 
of 40% and the top four banks, in the 
50-60% area, break down into one in 
and three outside of Chicago. 


Preferreds are used by only 14 banks 
up to 5-10% of the total. There is wide 





variation in use of Governments, from 
10 to 100%, and where maturity break- 
downs were given, it appeared that 
short holdings were probably for later 
stock buying. 

In non-Government bonds and mort- 
gages, city and country bank practices 
diverged notably. Outside of Chicago, 
mortgages were popular, running in 
some cases above 50%, and affording 
yields better than obtainable from cor- 
porate bonds. The divergence repre- 
sented no basic policy but simply ad- 
justment to existing conditions. 


It is also evident that there is little, 
if any, difference in investment treat- 
ment of accounts: with “broad powers” 
as against those under the current pru- 
dent man statute. 


a 3.6 


How Community Trust Funds 
Are Invested 


New high levels of 105 funds ad- 
ministered and $24,508,837 of assets 
held are reflected in the annual report 
of the New York Community Trust, 
representing an increase of 14% above 
the $21,423,329 reported a year earlier. 


Additions of $413,617 in “new money” 
were recorded during 1954. Eight funds 
were newly created and 22 previously 
existing trusts were enlarged. 


An analysis of operating costs indi- 
cates that commissions to the banks 
holding the trusteed assets were $42,040 
and that assessments on trust funds for 
administrative purposes of the organiza- 
tion were $16,244. The total charges of 
$58,284 are 5.1% of disbursements or 
4.1% of all receipts in trusteed funds or 
slightly less than 14 of 1% of the value 
of the managed resources. 


Of aggregate investments, bond hold- 
ings are 42%, preferred stocks 7%, 
common stocks 39%, common trust fund 
units 9% and cash 3%. 
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ESTATE PLANNING 


(Continued from page 390) 


to distribute income or corpus among 
any of a class of beneficiaries, including 
children of the grantor, provided only 
that at least one-half of the trustees are 
not “related or subordinate parties” who 
are “subservient to the wishes of the 
grantor.” This gives a person as closely 
related as possible to the grantor a veto 
power on the exercise of this wide dis- 
cretion. This result would not have been 
permitted under the regulations. 


Most of the provisions of Section 671 
to 675 seem to be fairly readily under- 
standable, although many of the dis- 
tinctions between what is and what is not 
permitted appear to lack any logical 
foundation. However, it is certainly not 
clear exactly what is meant by the pro- 
visions of Section 675(4) as to the 
powers of administration exercisable in 
a non-fiduciary capacity which will make 
the grantor taxable. There is need here 
for clarifying regulations. Cf. Section 
39.22(a)-21(e) (1) (iv) of the Clifford 
regulations. Also, the classification of 
trustees generally in their relation to the 
grantor seems to me to be less satisfac- 
tory under the new Code than under the 
Clifford regulations. 


Section 678 incorporates the rules of 
the Mallinckrodt regulations, Section 
39.22(a)-22 of Regulations 118. The 
legislative history refers to this provision 
as liberalizing the regulations, but it is 
open to dispute whether the regulations 
have any application when the income 
could be applied for the support or 
maintenance of a dependent of a holder 
of the power and the holder could not get 
the corpus or income himself. 


Trust Income 


It is important for one drafting a will 
or trust to know what control he has in 
respect to whether particular distribu- 
tions are from corpus or income, and in 
respect to whether a particular class of 
income can be specified as payable to a 
particular beneficiary. Generally, any 
distribution is treated as a distribution 
of current income to the extent of the 
the current distributable net income. 
However, Section 663(a) provides that 
certain gifts or bequests of specified 
amounts are exempted from this treat- 
ment, and Section 663(c) in certain in- 
stances permits separate shares in a trust 
to be treated as separate trusts, so that a 
tax-free distribution may be made from 
one share even though income from an- 
other share is not distributed. In respect 
to the taxation of distributions among 
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beneficiaries, Section 662(a) provides 
that amounts required to be distributed 
currently are to be applied first against 
distributable net income, and discre- 
tionary distributions are taxed only to 
the extent of the remaining distributable 
net income. But except to the extent that 
the provisions of the will or trust so 
separate required and discretionary con- 
tributions to the beneficiaries, neither 
the grantor nor the trustee can say that 
one person is to receive income and an- 
other corpus. 


The grantor has more freedom to al- 
locate different classes of income — tax- 
exempt income, capital gains, or the like 
— to different beneficiaries by the terms 
of the governing instrument. Section 
662(b) sets forth the usual rule that dif- 
ferent classes of income are considered 
to be distributed among different bene- 
ficiaries in proportion to the dis- 
tributable net income distributed to each, 
but it recognizes that the terms of the 
governing instrument may change this 
rule, if the terms of the trust or will 
“specifically allocate different classes of 
income to different beneficiaries.” Sec- 
tion 661(b) provides that where all of 
the income of a trust or estate is not 
distributed, the portion distributed shall 
come proportionately from the different 
classes of distributable net income “in 
the absence of the allocation of differ- 
ent classes of income under the specific 
terms of the governing instrument.” 


These provisions clearly permit the 
grantor to direct that a specific class of 
income be distributed to specified bene- 
ficiaries. It also seems clear that it per- 
mits the grantor to provide that where 
in any year all of the income of a trust 
or estate is not distributed, the amount 
distributed shall be considered to come 
first from any specified class of income, 
as, for example, tax-exempt income to 
the extent of that income, then from 
dividends, and then from other income. 
Some persons have suggested that the 
testator or grantor may authorize the 
executor or trustee to select the benefi- 
ciaries who are to receive specific classes 
of income. I doubt whether the regula- 
tions will recognize any such delegation 
to the trustee as coming within these 
provisions of the statute. I cannot see 
that anything would be lost by providing 
that the executor or the trustee have this 
authority. 


On the other hand, if the grantor must 
determine in advance what particular 
classes and amounts of income are to be 
paid to particular beneficiaries, there 
will frequently be much more lost than 
gained in attempting to determine in 


advance what is likely to be helpful 
under conditions which cannot reason. 
ably be foreseen. Generally speaking, the 
great advantage of discretionary trusts 
is the unfettered authority of the trustee 
from year to year to coordinate the af. 
fairs of the trust and those of the bene. 
ficiaries in such manner as to work out 
the best result at the moment, and any 
restrictions upon this power should cer. 
tainly be very carefully considered be. 
fore they are imposed. 


Five-Year Throwback 


There are means by which it is pos. 
sible over a long period of years to avoid 
in large part the application of the new 
five-year throwback rule and yet fairly 
regularly to have distributions of corpus 
and accumulated income which are tax- 
free in the hands of the beneficiaries. 
This can be done by using multiple dis- 
cretionary trusts. 


For example, if 12 discretionary trusts 
are set up for a class of beneficiaries, 
and the trustee distributes currently the 
income of half of the trusts, the trustee 
may, by the proper handling of the dis- 
tributions, have always available one 
trust from which principal and accumv- 
lated income may be distributed without 
any tax on the beneficiaries except for 
that on the trust income for the current 
year which is distributed. If 18 trusts are 
employed, it is necessary to distribute 
currently the income from only one- 
third of the trusts in order to have avail- 
able always one trust from which prin- 
cipal and accumulated income may be 
distributed without any tax to the bene- 
ficiaries. Ultimately under such an ar- 
rangement there will be one trust each 
year from which 12 years of accumu- 
lated income, as well as principal, can 
be distributed without tax to the bene- 
ficiary. 

Multiple trusts have long been recog- 
nized as the most effective means of ac- 
cumulating income at low rates of tax 
where a large amount of income is ‘in- 
volved. The creation of a large number 
of trusts now not only serves this pur- 
pose but also serves the purpose of al- 
ways having available a source of large 
tax-free distributions notwithstanding 
the throwback rule. Multiple trusts also 
fit well into the statutory provision re- 
lieving from the throwback rule a final 
distribution of a trust to which no con- 
tributions have been made for 9 years. 
If the trustee wishes to avail himself 
of this means of getting a substantial 
amount into the hands of the beneficiary 
without any throwback, he cam terminate 
a trust which does not contain the major 
portion of the family property. 
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Another means to escape from the full 
effects of the throwback rule is a system 
of small overflow trusts, each for one or 
more of the beneficiaries of the group of 
principal trusts. Such overflow trusts 

would be named as one of the classes of 
beneficiaries of the principal trusts. 
These trusts should be quite different 
from the large trusts. But there seems to 
be no reason why they cannot be drawn 
so as to leave great discretion in the 
trustee to accumulate income over a long 
period of years or to pay out income 
and corpus to one or more of the limited 
class of beneficiaries. To avoid the 
throwback rule, the trustee could pay the 
income of the large trust for the current 
year and the accumulated income of the 
four prior years to one of these over- 
flow trusts without substantial tax re- 
sults; then, in the next year, any princi- 
pal or accumulated income in the large 
trust could be distributed to individual 
beneficiaries without any tax to them 
except on that trust’s current year’s in- 
come. Of course, the overflow trusts 
would be subject to the throwback as 
well. 


If, as would seem clear, a trust can 
be a “beneficiary” of another trust, 
there appears to be no ground on which 
the Commissioner could challenge the 
use of distributions to overflow trusts 
to avoid the throwback rule. 


The question has been raised as to 
whether a group of multiple trusts for 
the same beneficiaries may be treated 
by the Government as a single trust. 
There is certainly nothing in the old or 
new Code which would justify the Com- 
missioner in seeking to ignore the 
separate entity of trusts, even though 
they are for the same beneficiaries and 
are set up at the same time, provided it 
is made clear that the trusts are distinct 
and provided they are administered as 
separate and distinct trusts. This is not 
a new device. The Commissioner and 
Congress have been fully aware of the 
fact that multiple trusts have been widely 
used to place income in low tax brackets; 
and yet Congress has not seen fit to 
tackle the problem. In any event, for 
a long time I have been sufficiently fear- 
ful of harsh tax legislation in the trust 
field generally to make it a fixed prac- 
tice in our office not to draw a trust 


without including a power of termina- 
tion. 


Of course all care should be exercised 
by the draftsnian to see that each of the 
trusts in a group of multiple trusts is 
entirely distinct and separate from all 
of the other trusts, and the trustee in the 
administration of the trusts should be 
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most meticulous in seeing to it that the 
account of each trust is kept entirely 
separate from that of any other trust 
and that in every other manner the trusts 
are administered as entirely separate and 
distinct from each other. Certainly 
there should be no provision in the prin- 
cipal trusts permitting the distribution 
of corpus or income between such trusts. 
In fact, nothing whatever should be done 
which could in any way afford the Com- 
missioner a basis for contending that the 
separation of the trusts is a sham. 


Whether it is worth all the trouble to 
go into an arrangement that sounds as 
complicated as this plan of multiple and 
overflow trusts sounds depends upon the 
amounts involved, the number of bene- 
ficiaries, the likelihood that the benefi- 
ciaries will be in high or low tax brackets 
and all the other various problems that 
determine the tax effect of a more simple 
disposition as compared with the plans 
here suggested. As a matter of fact, the 
plan suggested is not nearly as compli- 
cated in drafting or administration as 
it sounds on first statement. With a large 
estate, or even a small estate if a large 
portion of it is made up of items which 
will constitute income in the hands of 
the estate or the beneficiaries, it is my 
belief that any complications in the plan 
suggested and the small extra cost of 
administration will be found to be great- 
ly outweighed by the tax savings which 
may be effected over a period of even 
a few years. 


Another very important element of 
the plan proposed should be borne in 


mind. It is entirely flexible and places 
in the hands of the trustee or trustees 
full discretion not only as to invest- 
ment, but also full discretion to distri- 
bute any part of the income or corpus of 
the estate at any time to any of the 
beneficiaries of the grantor, with the 
result that if the plan does become un- 
satisfactory the property can be distrib- 
uted at any time to any one or more 
of the persons who are the objects of the 
grantor’s bounty. This may be extremely 
important not only from the tax stand- 
point but from the standpoint of family 
welfare entirely apart from taxes. 
A A A 
Ninth Annual Short Trust 


Course in Connecticut 
The Ninth Annual Short Trust 


Course, sponsored by The Connecticut 
Bankers Association and the State Bank- 
ing Department in cooperation with the 
University of Connecticut, was held on 
the University. campus at Storrs on 
May 22-24. This year the course was 
devoted to a practical digest of taxes 
and a study of new trends in invest- 
ments. The speakers included: Lawrence 
J. Ackerman, Dean of the School of 
Business Administration, University of 
Connecticut; James W. Hickey, C.P.A., 
Hadfield, Rothwell, Soule & Coates; 
Clifford S. Burdge, Jr., attorney; John 
O’Boyle, Internal Revenue Department; 
Edwin J. Maley, Assistant Director, 
State Tax Department; F. Russell Abell, 
vice president, Connecticut Bank & Trust 
Co.; and George A. Davidson, Old 


Colony Trust Co., Boston. 
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T WILL BE RECALLED THAT WHEN PAUL 
ar. of “faith, hope and charity” 
he said “the greatest of these is charity.” 
Recognition of the importance of chari- 
table enterprises conducted by private 
philanthropy is fundamental to our tax- 
ing systems. 


For federal income tax purposes an 
individual has previously been allowed 
to deduct charitable contributions in an 
aggregate amount up to 20% of ad- 
justed gross income each year.! The In- 
ternal Revenue Code of 1954 raises the 
effective limit for most individual donors 
to 30% of adjusted gross income.” The 
increase is effected by first allowing the 
deduction of an amount equal to 10% 
of adjusted gross income when given to 

(i) a church or a convention or as- 
sociation of churches, 


(ii) an educational institution which 
normally maintains a regular 
faculty and curriculum and nor- 
mally has a regularly enrolled 
body of pupils or students in at- 
tendance at the place where its 
educational activities are regu- 
larly carried on, 

(iii) a hospital.? 

The House Ways and Means Commit- 
tee Report states that: 
“This amendment by your committee 
is designed to aid these institutions in 
obtaining the additional funds they 
need, in view of their rising costs and 
the relatively low rate of return they 
are receiving on endowment funds.’’4 
In planning to utilize the additional 
10% deduction, one should heed the 
warning of the Committee Report that, 
“it is to be noted that such charitable 
contribution must be paid to the or- 
ganization and not for the use of the 
organization. Accordingly, payments to 
a trust where the beneficiary is an or- 
ganization described in said clauses (i), 
(ii), or (iii) are not included under 
this special rule.”® 


1§23(0), 1939 Code. 
2§170(b) (1), 1954 Code. 
3§170(b), §503(b) (2), §503(b) (5), 1954 Code. 


483rd Congress 2nd Session, House Report No. 
1337, p. 25. 


583rd Congress 2nd Session, House Report No. 
1387,.p. A53. 
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This article is based on a paper pre- 
sented at the 1954 Forum on “Tax 
Aspects of Estate and Trust Plan- 
ning,’’ sponsored by Title Insurance 
and Trust Co. of Los Angeles. 











Gifts in excess of 10% to the char- 
itable groups just listed, together with 
gifts to all other qualified charitable 
entities, may be deducted to the extent 
of another 20% of adjusted gross in- 
come, just as under previous law. Thus, 
for the majority of donors the effective 
limitation will be 30% of adjusted gross 
income. Another change effected by the 
Internal Revenue Code of 1954 is that, 
for purposes of the limitation, adjusted 
gross income is computed without re- 
gard to adjustments for net operating 
loss carry-backs. 


Corporations may, as before, deduct 
up to 5% of taxable income for char- 
itable contributions.® Despite the grow- 
ing awareness among both business 
leaders and educators of the increasingly 
vital part corporate contributions now, 
and will in the future, play in maintain- 
ing private colleges and universities, the 
new Code does not make any increase 
in that limitation.‘ 


There is no limitation on the amount 
which may be deducted for charitable 
contributions for either gift or estate tax 
purposes.® 


There are also geographical limita- 
tions as to the deductibility of char- 
itable contributions by citizens or resi- 
dents. (We shall not concern ourselves 
here as to the rules pertaining to non- 
resident aliens.®) For federal income tax 
purposes an individual’s contribution 
must be to a domestic charitable entity, 
but the funds received by the organiza- 
tion may be used for charitable pur- 
poses in foreign countries.!° A cor- 
poration’s gift must be to a domestic 


®§23(a) (2), 1939 Code. 
7§170(c), 1954 Code. 
8§2055, §2522, 1954 Code. 


®fOmitted here is Mr. Mallory’s summary of the 
California law.] 


108170, 1954 Code; Regs. 118, §39.23(0)—1(a); 
See Dora F. Welti (1943) 1 T.C. 905. 


entity and must be limited for use in 
the United States or its possessions"! 
For federal estate and gift tax purposes, 
deductible contributions are not limited 
to domestic entities, and there is no 
geographic limitation on the use of the 
gift.'* All of these are old rules which 
remain unchanged in the Internal Reyv- 
enue Code of 1954.18 


While a discussion of what constitute 
“prohibited transactions” and “unrea- 
sonable transactions” and “unreasonable 
accumulations” is beyond the scope of 
this paper, the warning should be ut- 
tered here that such activities can cause 
certain types of charitable organizations 
to lose their exempt status, and conttri- 
butions to them will no longer be de- 
ductible. In general, the “prohibited 
transactions” are dealings with a char- 
itable entity which are for the personal 
advantage of the donor or members of 
his family. These provisions are contin- 
ued substantially unchanged in the In- 
ternal Revenue Code of 1954, as far as 
we are here concerned.'* 


Techniques of Giving 


Let us now consider how specific tech- 
niques of giving may be utilized in 
estate planning, dealing with the planned 
utilization of one’s estate in life as well 
as at death. 


In determining whether to give proper- 
ty in kind, or sell it and give the pro- 
ceeds to charity, it is generally advan- 
tageous to make a gift in kind of proper- 
ty which has a higher market value at 
the time of the gift than the donor's 
basis. The purpose of this technique is 
to avoid having the donor taxed on the 
gain which would be realized if he sold 
the property. In general, that result will 
follow, but it should be noted that the 
Treasury has attacked this technique in 
some instances where the property was 
of a type includible in inventory or held 


11§23(q) (2), 1939 Code; §170¢c), 1954 Code. 


1282055, $2522, 1954 Code; Regs. 105, §81.44: 
Regs. 108, §86.13. 


13See §170, §2055 and §2522, Internal Revenue 
Code of 1954; and compare §23(0), §23(q), §812 
(d) and $1004(a), 1939 Code. 


14§503, §504, 1954 Code. 
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by the donor for sale in the ordinary 
course of business.’° A further warning 
should be added here: In the case of 
property which has increased in value, 
do not first pledge a specific contribu- 
tion to the charity and then satisfy the 
pledge with a gift of property in kind. 
That will result in realizing taxable gain 
to the donor just as if the property had 
heen sold and the proceeds given.'® 


Some donors may want to utilize one 
or more of the techniques of partial, or 
of deferred giving, by means of which 
the enjoyment of the property is shared 
between the charity and the donor (or 
others whom he designates). One such 
technique is to give a fractional inter- 
est, an undivided interest in kind. (This 
is a useful device for spreading the gift 
in time, so as to stay within the maxi- 
mum annual income tax deduction.) An- 
other is to reserve or create a life estate 
in the property, with the remainder to 
the charity. Often donors wish to provide 
for invasion of the corpus if necessary 
to protect the income beneficiary from 
want. In order to avoid having the 
charitable deduction lost because of the 
existence of the power of invasion, the 
power should, in general, be limited to 
emergency situations and in describing 
the purposes for which it may be exer- 
cised words such as “care, maintenance 
and support” should be used and words 
such as “pleasure,” “comfort,” “happi- 
ness’ and “welfare” should be avoided. 
It is often wise to tie the standard gov- 
ening the exercise of the power to the 
individual beneficiary’s existing ascer- 
tainable standard of living.1* 


Sometimes instead of a life estate to 
an individual with the remainder inter- 
est going to a charity, the donor’s situ- 
ation calls for just the opposite treat- 
ment. For example, while he is alive and 
providing for his family there is excess 
income from a property which may be 
available for charity but upon his death 
or at some definite date in the future he 
wants the property to revert to his fam- 
ily for their protection and support. The 
gift of income to a charity for the life 
of the donor or another individual is 
likewise deductible, the value again be- 
ing determined by actuarial methods. 


CS 


“See Campbell v. Prothro (5th Cir. 1954) 209 
Fed. 24 331; White v. Broderick (D.C. Kansas 
1952) 104 Fed. Supp. 213; I.T. 3910, 1948-1 C.B. 
mie. 3932, 1948-2 C.B. 7. 


_ See Estate of John T. Harrington, 2 T.C.M. 
540, and compare Suisman v. Eaton (D.C. Connec- 
ticut 1935) 15 Fed. Supp. 113. 


“Among the leading cases are: Ithaca Trust Co. 
% U. S., 279 U.S. 151; Merchants National Bank 
of Boston v. Comm., 320 U.S. 256; Henslee v. 
Tam” Planters National Bank & Trust Co., 335 
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Gifts Exceeding Maximum 
Deduction 


trusts to the extent that the income is 
irrevocably payable for a period of at 
least two years (commencing with the 
date of the transfer) to a designated 
beneficiary which is of the type described 
earlier as to which the additional 10% 
income tax deduction will be allowed; 
that is, (i) a church or a convention 
or association of churches, (ii) an edu- 
cational institution, (iii) a hospital. 


Sharing property with a charity by 
making the income from it available to 
the charity for a definite period with the 
full interest in the property thereafter 
reverting to the donor at the end of that 
times involves a very useful technique of 
tax-wise giving for persons who want to 
give more than 20% or 30% of their 
adjusted gross income to charities. If 
the excess over the allowable deduction 
is given to the charity by the donor out 
of his income, it is paid out of net dol- 
lars remaining after income taxes have 
swallowed great portions of earned dol- 
lars. If property can be placed in a trust 
for a term of years so that the income 
is not taxable to the donor, the earned 
dollars will be available in full to the 
charity which receives them direct from 
the trust, and because of the reduction 
of taxes the donor may actually have 
more spendable income remaining in 
his pocket while the charity receives the 
same contribution as before. 


Careful attention should be given to 
the explanation in the House Ways and 
Means Committee Report that the liber- 
alized provisions for short-term char- 
itable trusts “will not apply unless the 
income for the entire term must be paid 
to the single specifically designated 
beneficiary. Thus, the subsection will 
not apply if the income is payable, in 
the discretion of the trustee, to any one 
or more of several named colleges.”!® 
Under the new Code the term trust for 
a period of two or more years may be- 
come an extremely useful device for the 
tax-wise donor who has a substantial 
interest in a single charity and wishes to 
contribute more than 30% of his ad- 
justed gross income to charitable organ- 
izations.”° 


The principal problem with any such 
trusts is to avoid the rules contained in 
the Clifford Regulations which make the 
income of certain short-term trusts tax- 
able to the grantor. Under those regu- 
lations, if the trust were created for a 
term of less than ten years, the Internal 
Revenue Service considered the income 
taxable to the grantor.1* The Internal 
Revenue Code of 1954 has incorporated 
the Clifford regulations in the statute 
and has greatly liberalized them in the 
case of term trusts for certain types of 
charitable beneficiaries. Section 673(b) 
of the Internal Revenue Code of 1954 
exempts from the Clifford Rules term 


Annuity Plans 


One of the best ways to share one’s 
property with a charity is by use of 
the life income plans and annuity plans 
which are being very successfully used 
by a number of colleges and universities. 
Under a typical annuity plan the donor 
transfers money or property to the col- 
lege under an agreement whereby the 
college promises to pay the donor or 
the donor and wife and survivor of 
them an annuity in a fixed amount per 
annum for their life or their lives. A 


1983rd Congress 2nd Session, House Report No. 
1337, p. A213. 





18S$ee Rev. Rul. 54-48 I.R.B. 1954-6, p. 5, where 
it is stated that the Service will follow the decis- 
ion in Comm. v. Clark, 202 Fed. 2d 94, (holding 
the Clifford Regulations 10-year rule invalid as to 
a short term charitable trust created prior to the 
adoption of the regulations) ‘‘only if the issue and 
the facts . . . are identical to those in the Clark 
case.” 


20Although the income of the short term charit- 
able trust may not be taxable to the donor, he will 
not obtain a deduction from his taxes in the year 
the trust is created for the value of the gift of 
income. See §170(b) (1) (D), 1954 Code. 
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charitable deduction is available in the 
amount by which the value of the prop- 
erty transferred to the college exceeds 
the amount which would be the cost of 
the same annuity purchased from an in- 
surance company. The annuity payments 
when made to the annuitant or annui- 
tants receive the usual income tax treat- 
ment for annuities. 


Under a typical life income plan the 
donor transfers money or property to 
the college under an agreement by which 
the college promises to pay him for life 
the income which will be produced by 
the equivalent of the amount or value 
transferred, at the rate earned by the 
college on its general investment funds 
each year. For example, if the donor 
gives the college $10,000 in cash or 
property pursuant to a life income con- 
tract he will receive $500 for the year 
1954, if the net income yield on all of 
the college’s investments for the previous 
fiscal year was 5%. In fact, the yield 
on one such college life income plan 
which is operating with marked success 
in the Los Angeles area was 5.56% for 
its fiscal year ending in 1953 and 5.52% 
for the year before that. Its 28 year 
average has been 4.9%. 


The life income contract is treated 
for tax purposes in the same way as the 
life estate and remainder to charity 
which was discussed above. Accordingly, 
the value of the remainder interest in 
the property is the amount of the char- 
itable deduction and that value is de- 
termined actuarily as the present value 
of the right to receive the property de- 
ferred during the lifetime of the donor. 
The income received by the donor under 
the life income contract is taxable in 
full to him as ordinary income. Because 
the life income contract is treated as be- 
ing equivalent to the reservation of a 
life estate in property with remainder to 
charity, it has been ruled that there is 
no taxable gain realized by a donor who 
transfers to a charity property which has 
appreciated in value in his hands when 
entering into the life income contract.*! 


In creating or reserving a joint and 
survivor annuity or life income for him- 
self and another out of his separate 
property, the donor may be making a 
taxable gift to the individual. 


One great advantage of the annuity 
and life income plans of colleges and 
universities over the gift of a remainder 
interest in specific property is in the 
broader protection afforded the income 
beneficiary by the plans. The individual 
has the strength of the whole diversified 


1$pecial Ruling, Dec. 4, 1946. 
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portfolio of the institution behind his 
annuity or income. For example, con- 
sider the situation where provision is 
made for the income from a single build- 
ing to go to an individual, with the 
building itself to go to a charity upon 
the individual’s death. The individual’s 
income may be abruptly terminated by 
a fire or other disaster which renders 
the building unusable. Financing the 
restoration of the property to an income- 
producing status in such a way that the 
great bulk of the income will not be 
required to service the rebuilding loan 
may be a difficult problem — and a 
desperate one for the income beneficiary. 


Correlation With Marital Deduction 


The correlation which may be achieved 
between a charitable deduction and the 
marital deduction or community prop- 
erty exemption should not be overlooked 
in the planning and administration of 
decedent’s estates. It may provide a way 
to protect an estate from decimation by 
reason of the necessity to liquidate 
properties in order to pay estate taxes 
in cash. For example, a testator may 
escape all federal estate tax by giving 
approximately one-half his separate 
property to his surviving spouse tax free 
under the marital deduction and giving 
the remainder of his separate property 
to charity. The charitable deduction does 
not affect the allowable amount of the 
marital deduction. The same result may 
be achieved by confirming to the sur- 
viving spouse her half of community 
property (in California post-1927 com- 
munity property) and leaving the testa- 
tor’s half to charity. 


A case may be supposed in which such 
a use of the charitable contribution de- 
duction may actually be advantageous 
to the surviving spouse. Suppose, for ex- 
ample, that the testator has an estate 
of approximately $300,000 in good se- 
curities, life insurance and similar assets 
which if left intact will provide a satis- 
factory income for his widow, and an- 
other $300,000 in unimproved land or 
land containing an empty obsolete build- 
ing which should be demolished in order 
to utilize it economically. If the land 
is not readily saleable the widow may 
be tempted to liquidate a substantial 
portion of her income-producing assets 
to pay estate taxes in order to avoid 
a forced sale of the land for that pur- 
pose where the entire estate goes to her. 
If the frozen asset, in this example the 
land, is designated as the subject of 
the bequest to charity there will be no 
estate tax to pay and the widow will 
receive the liquid income-producing as- 
sets free of tax. In a situation where 


there is no younger generation to re. 
ceive the ultimate benefits of estate plan. 
ning, such a disposition may merit cop. 
sideration by the testator. Attention must 
be paid to the restrictions on charitable 
bequests which are contained in mort. 
main statutes, and care taken correctly 
to utilize the limitations of those sections 
in order to accomplish the testator’s 
purpose. 


Major Objective 


As in all estate planning, the proper 
method is first to determine the objec. 
tives to be achieved and thereafter io 
choose the techniques of achieving those 
objectives which have the most desirable 
tax consequences under the prescribed 
circumstances. It should be remembered 
that the deduction for charitable contri- 
butions is a deduction. Just as a loss 
must be suffered in order to take a loss 
deduction, so must a contribution be 
made — money or property must be 
freely given away in order to have a 
charitable contribution deduction. 


The donor’s primary purpose must be 
to make a gift to charity. The various 
tax techniques are methods of giving, 
not subterfuges for diverting money 
from the District Director’s till in order 
to provide a better scale of living for 
the spurious donor and members of his 
family. The Code provisions regarding 
“unrelated business income,” “pro- 
hibited transactions” and “unreasonable 
accumulations” indicate some of the 
abuses that have been attempted with 
charitable contribution deductions and 
show the need for sound counsel in this 
field. The creator of sham charitable 
organizations and contributions should 
take warning, that he may well find him- 
self hoist by his own petard — faced J 
by a substantial deficiency assessed 
against him but lacking the funds with 
which to pay it because under local law 
they belong to another entity. 


True charitable giving is favored by 
the granting of tax deductions because 
private philanthropy is a vital part of 
our social system. The generous donors 
to true charitable organizations are fully 
entitled to the tax deductions allowed 
them, and they are entitled to wise estate 
planning which will give them the max- 
imum benefit of those deductions. Such 
planning is good for both the individual 
and the charity concerned. 


A A A 


@ The Chicago Community Trust, which 
in 1916 contributed $5,700 to three insti- 
tuitions, in 1954 distributed a record 
$602,187 among 25 organizations. 
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TRUST PERSONNEL CHANGES 


ARKANSAS 
Little Rock Earl L. Carroll elected executive vice 
FIRST president and B. Finley Vinson named 
NATIONAL BANK vice president, the latter in public 
relations. 
CALIFORNIA 
Los Angeles George H. Marston advanced to trust 
BANK OF AMERICA officer at the Beverly Hills main of- 
N.T. & S.A. fice. 
ILLINOIS 
Chicago Robert G. Mullen advanced from as- 
CONTINENTAL sistant secretary to trust officer; 


Francis J. Milligan, Jr., Robert A. 
Sigg and Frank M. Wright, Jr., 
elected assistant secretaries in the 


ILLINOIS NATL. 
BANK & TRUST Co. 


trust department. 


INDIANA 
St. Joseph See Michigan. 
IOWA 
Ottumwa Richard C. Akley appointed trust of- 
UNION BANK ficer. 
& Trust Co. 
MICHIGAN 
Jackson Travis W. Pearse, recently resigned 


NATIONAL BANK 
OF JACKSON 


executive vice president of St. JOSEPH 
BANK & Trust Co., South Bend, In- 
diana, in charge of investments, re- 
ceived that title at the Jackson bank. Rush W. McCutcheon 


S advanced to president. 


MISSISSIPPI 
Clarksdale Crawford S. McGivaren elected execu- 
BANK OF tive vice president succeeding Marion 
CLARKSDALE D. Brett. Before entering the real 


estate business in 1950, Mr. McGivaren 
was principal of the Clarksdale High School. 


Hattiesburg A. B. Cook has resigned as vice presi- 


CITIZENS dent and trust officer. 
BANK 

MISSOURI 
St. Louis Guy W. Steagall appointed director 
MERCANTILE of advertising and public relations, 
Trust Co. succeeding Henry O. Whiteside, who 


resigned to take a position with a 
Chicago advertising agency. Steagall is a graduate of the 
School of Journalism of Missouri U. 


Clayton 


St. Louris CouNTY 
NATIONAL BANK 


Edwin H. Bosse has been appointed 
vice president and trust officer to di- 
rect enlargement of the existing trust 
services. A member of the Missouri 
Bar, he formerly was a trust officer at Mercantile Trust Co. 


Epwarp T. HETZLER 
New York 


HAROLD P, GUNDERSDORF 


New York New York 
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NEW HAMPSHIRE 


Robert G. Hopkins elected to the newly 
created position of trust investment 
officer. He recently resigned as direc- 
tor of accounts with United Invest- 
ment Counsel of Boston, with whom he had been associated 
the past 18 years. Hopkins is a graduate of Thayer Academy 
and Yale U, Sheffield Scientific School. 


Nashua 
INDIAN HEAD 
NATIONAL BANK 


NEW JERSEY . 
Bordentown John H. Lee succeeds the late Harold 
BORDENTOWN E. Bozarth as trust officer and cashier. 
BANKING Co. 
Haddonfield D. Irving Taylor elected vice president 
HADDONFIELD in addition to his present title of trust 


NATIONAL BANK officer. 


Montclair Mary K. Hoyt 
MONTCLAIR advanced to 
Trust Co. assistant vice 


president in 
charge of public relations and adver- 
tising; Kenneth A. Smith named asst. 
trust officer in charge of records and 
accounting in the trust department. 





Mary K. Hoyt: 
Officers in charge of the newly estab- 
lished trust department are: Paul H. 
Burk, president and trust officer, and 
Robert A. Dries, asst. trust officer. 


Richard G. MacGill elected executive 
vice president. With the bank since 
1949, he has been vice president since 
1950, and is presently chairman of 
the New Jersey Bankers Association Committee to Co- 
operate with the New Jersey Society of Certified Public Ac- 
countants. 


Riverside 
FIRST 
NATIONAL BANK 


Trenton 
TRENTON 
BANKING Co. 


Vineland Eugene M. Kimball advanced to chair- 
VINELAND BANK man of the board, being succeeded as 
& Trust Co. president by J. P. Creamer, who for- 


merly was vice president and trust 
officer. J. M. Caterina named asst. cashier and asst. trust 
officer. E. E. Tombleson, formerly asst. cashier and trust 
officer, became vice president and cashier. 


NEW YORK 
New York Harold P. Gundersdorf and Edward 
BANKERS T. Hetzler elected vice presidents. 
TrRusT Co. Gundersdorf has been with the pension 


and personal trust department of the 
bank since 1929, becoming manager of the Tax department 
in 1943 and asst. vice president in 1946. Hetzler, who is in 
charge of the public relations department, came to the bank 
in 1923 following graduation from Yale U., and was elected 
an asst. vice president in 1947. 












F. MILTON WIEGMAN 
New York 


HELMUTH T. SWENSON 
New York 


EDWARD E. LorRIOT 
New York 
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New York 
MANUFACTURERS 
TRustT Co. 


Four trust officers appointed were: 
Clarence W. Frank, Edward E. Loriot, 
Helmuth T. Swenson and F. Milton 
Wiegman. Frank, a graduate of New 
York U., joined the bank in 1934; Loriot joined in 1928; 
Swenson in 1933; and Wiegman in 1929. 


New York 
NEW YORK 
Trust Co. 


Carl H. Bruns, asst. trust officer, and 
Russell R. Johnson, asstfl secretary, 
were promoted to trust officers. 


R. P. BAKER 
London, Ont. 


ROBERT W. LAU 
San Antonio 


J. A. TAYLOR 


PENNSYLVANIA London, Ont. 


The resignation of Robert C. Downie 
as chairman and chief executive officer 
has been accepted with regret by the 
board. Due to illness he has been on 
leave of absence since last December. 


Pittsburgh 
PEOPLES FIRST 
NATIONAB BANK 
& TRusT Co. 


supervised one of the investment trust funds sponsored by 
Hugh Long and Co. 


VIRGINIA 


Wilbur R. Cross was elected asst. 
trust officer. 


Richmond 
CENTRAL 
NATIONAL BANK 
Richmond 
STATE-PLANTERS 
BANK & TRUST Co. 


Reading 
BERKS COUNTY 
TRustT Co. 


J. Richard Charles elected asst. trust 
officer, and Joseph J. Ertel an asst. 
trust officer in addition to asst. secre- 
tary. A graduate of Pennsylvania 
State U. and president of the Alumni Association of Berks 
County, Charles started with the trust company in 1951. He 
holds the Air Medal with cluster. Ertel started with Berks 


Robert A. Browning, Jr., asst. cashier, 
has been promoted to the corporate 
trust division of the trust depart- 
ment. 


Roanoke H. Clay Ferguson, Jr., appointed to 


County Trust in 1938 as a trust bookkeeper. 


TENNESSEE 


Knoxville 
HAMILTON 
NATIONAL BANK 


Edward B. Phillips elected asst. trust 
officer. An alumnus of U. of Tennessee 
and Cumberland U., Phillips had been 


First NATIONAL 


EXCHANGE BANK 


Beckley 
BECKLEY 
NATIONAL BANK 


in active law practice. 


TEXAS 


San Antonio 
Frost 
NATIONAL BANK 


Trust Co. and the Provident Trust Co. of Philadelphia. 
Holder of an M.B.A. degree from New York U., Lau 


Robert W. Lau became a trust officer 
at Frost, having previously had 15 
years of investment experience while 
associated with the Brooklyn (N. Y.) 


London, Ont. 
CANADA 
Trust Co. 


Toronto, Ont. 
CHARTERED 
TRUST Co. 


the newly created post of advertising 
manager. 


WEST VIRGINIA 
William M. Shanklin elected asst. 
trust officer, having resigned from the 
RALEIGH COUNTY BANK. 
CANADA 


M. Aylsworth has retired as general 
manager but remains as president. R. 
P. Baker and J. Allyn Taylor ap- 
pointed joint general managers. 

H. G. Howard, secretary, and K. Burn, 
estates department manager, ap- 
pointed assistant general managers. 





POOOOOOOOOOOOOOOOOOOOOOOOOD 


TRUST 
EMPLOYMENT EXCHANGE 


POPP DDD DDD DD ODODOOODOOODOODOOMD 





Address correspondence to Trusts 
and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change, with code number. 


Trust investment officer sought by trust 
company in Great Lakes region. See 
ad H-55-1 


Trust department in San Francisco 
area desires young man with experience 
in trust administration and investments. 
See ad H-55-3 


Upstate New York bank needs invest- 
ment officer assistant with institutional 
experience. See ad H-55-4 


Head fiduciary and tax accountant of 
large N.Y.C. law firm with prior ex- 
perience in estate and trust administra- 
tion in large bank, seeks responsible 
position as trust officer. 55-6 


Attorney with comprehensive admin- 
istrative and estate planning experience 
in larger trust departments seeks more 
responsible position in West or North- 
east. 54-4 


Trust officer, in 30’s, with college and 
law degrees, and experience in estate 
planning, taxes and administration in 
large Midwest bank, wishes to relocate 
in West Coast State. 54-5 


New business development man, middle 
thirties, now in large personal trust de- 
partment, with nine years banking and 
trust experience, college degree, seeks 
position in Philadelphia area. 54-6 


Trust officer with over twenty years 
general trust experience, including estate 
planning, seeks position with broader op- 
portunities. 54-7 


& o& & 


BANK MERGERS and NEW TRUST 
POWERS GRANTED 


Golden, Colo. — First NATIONAL BANK 
in Golden has been granted trust powers 
under the Federal Reserve Act. 


Ashland, Ill. — The recently opened 
trust department has as trust officer 
Walter R. Lohman. R. F. Mau, president, 
was elected asst. trust officer in addition 
to his present duties. 


Newark, N. J. — Merger of the LIN- 
COLN NATIONAL BANK and the NATIONAL 
STATE BANK of Newark has been com- 
pleted, making National State the second 





TRUST INVESTMENT OFFICER 


Great Lakes district Trust Company offers 
excellent opportunity for a qualified 
young man. Must have knowledge of trust 
investment principles and security analy- 
sis. Applicant should present complete 
resume of qualifications and salary re- 
quirements. 

Box H-55-1, Trusts and Estates 

50 East 42nd St., New York 17 








PACIFIC COAST OPPORTUNITY 


Position open for young personable man, 
age 30 to 40, with fast growing bank in 
vicinity of San Francisco. Must be experi- 
enced in Trust Department administration 
and trust investments. Enclose snapshot 
and state education, experience, present 
position and salary expected. 

Box H-55-3, Trusts and Estates 

50 East 42nd St., New York 17 








INVESTMENT ASSISTANT 


Upstate New York bank wants 
young man with some institutional 
investment experience to assist in- 
vestment officer. Excellent oppor- 
tunity in fine community. 


Box H-55-4, Trusts and Estates 
50 East 42nd St., New York 17 
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largest bank in Newark, with total re- 
sources at end of 1954 of $254,587,821. 


Albany & Plattsburg, N. Y. — Stock- 
holders of both the State BANK of Al- 
pany and the MERCHANTS NATIONAL 
BANK in Plattsburg approved the merger 
under the name of STATE BANK, effective 
April 18. 


Franklin Square, Glen Cove, Mineola, 
Roslyn, N. Y. — Effective March 25, 
under the name of FRANKLIN NATIONAL 
BANK, the following banks were consoli- 
dated: First NATIONAL BANKS of Glen 
Cove and of Mineola, and RosLyn Na- 
TIONAL BANK & TRUST Co. The latter 3 
will become branch offices. 


Cincinnati, Ohio — Shareholders of 
the LINCOLN NATIONAL BANK and the 
Firth THIRD UNION TRUST Co. approved 
consolidation of the two under the name 
of the Fifth Third, subject to approval 
by state authorities. 


a A sé 
Bank Resources at Record High 


Consolidated resources, deposits and 
capital funds of U. S. banks each were 
at an all time high going into 1955, ac- 
cording to the first 1955 edition of the 
Rand McNally Bankers Directory (the 
158th edition since 1872.) Resources were 
up $11.9 billion from a year earlier to 
$234.1 billion; deposits were up $10.1 
billion to 213.1 billion, and capital funds 
were up $1.4 billion to $18.5 billion. 
Nearly half of the added resources or 
$5.3 billion, went into loans; $4.9 billion 
went into Government securities, and $2.3 
billion into other securities. Cash and 
dither assets decreased $0.6 billion. 


Last December 31, reports the Blue 


| Book, there were 14,461 banks and 6,807 


branches in the United States, Alaska 
and Hawaii. That meant 140 fewer banks 
earlier, but 484 more 


A A A 


Lytle Heads Chicago Fiduciaries 
Association 


Mervin Q. Lytle, 
vice president of 
Harris Trust and 
Savings Bank, was 
elected president of 
the Corporate Fi- 
duciaries Associa- 
tion of Chicago at 
its annual meeting 
on March 24. Wil- 
liam P. Wiseman, 
Vice president of Chicago Title and 
Trust Company, was named vice presi- 
dent, and Clair W. Furlong, vice presi- 
dent of Continental Illinois National 
Bank and Trust Company, was chosen 
Secretary-treasurer. 





M. Q. LYTLE 


(The foregoing item was garbled at 
page 340 of April issue and is being re- 
printed correctly here.) 
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Bank and President Observe 
90th Anniversary 


May 1st this year marked the 50th anni- 
versary of the American National Bank 
of Denver and also a half century of 
service for its president, Adolph Kuns- 
miller, who started with the bank in 
1905 as secretary to the firm’s first presi- 
dent, Godfrey Shirmer. On his death in 
1928, Shirmer was succeeded by Frank 
Kirchoff. Mr. Kunsmiller became the 
third president in 1947. 


The golden anniversary was observed 
with a week-long celebration highlighted 
by an Open House and ceremonies feting 
its long-time president and bank em- 
ployees. 


The American National began as the 
German American Trust Co. on May 1, 
1905 in Denver’s old Interocean Hotel 
building, and moved to the present loca- 
tion in 1909. The bank’s name has been 
changed twice: in 1916 to the American 
Bank and Trust Co. and again in 1924, 
when it received its national charter, to 
the American National Bank of Denver. 
It is one of five member banks of the 
Denver Clearing House Association. 


A feature of American’s 50th anni- 
versary was a unique fashion display, 
“The First American Style Show,” a 
handsomely modeled showing of colorful 
American Indian native dress and con- 
temporary fashions which reflect an in- 
fluence of Indian style. The Indian wear, 
a collection owned by the Denver Art 
Museum, is considered one of the finest 
in existence. 


The bank exercised some trust powers 
from its inception, but coincidentally 
with becoming a National Bank in 1924 
a separate trust department was estab- 
lished. The oldest fiduciary account in 
operation dates back to the early period, 
being a living trust established March 7, 
1912, from which the beneficiary is still 
receiving the life annuity. Of the five 
trust officers who have served the de- 
partment, four are still living. The de- 
partment presently consists of two of- 
ficers and four other employees, and has 
had a very healthy growth, particularly 
in the last few years. 


Assets administered, in addition to cash 
and securities, have included ranches and 
cattle, antiques and jewelry, coin and 
stamp collections. Among the difficulties 
encountered (and mastered) was that 
of a conservatorship for a recluse who 
not only secreted money in books, wall 
hangings, title abstracts and other 
papers, but carried into his hut papers, 
rocks and towels! 


The trust department renders a very 
real service to community and nation in 
the administration of 300 accounts for 
disabled or deceased veterans of the 
Spanish American War, World Wars I 
and II, and the Korean War. 








ADOLPH KUNZMILLER 


President, American National Bank 
of Denver 


Arkansas Holds Second Trust 
Meet 


The second annual conference of the 
Arkansas Bankers Association Trust Di- 
vision Committee was held at Little Rock 
on April 22. Feature of the meeting was 
a discussion of how the newly adopted 
prudent man rule of investment will 
operate, by W. P. Hamilton, Jr., of the 
local law firm of Moore, Burrow, Chown- 
ing & Mitchell. “Trust Business: Profit- 
able and Unprofitable” was the title of 
another morning address by Postell 
Hebert, vice president and trust officer of 
Union Planters National Bank, Mem- 
phis. 

At the luncheon Willis Townsend, Lit- 
tle Rock attorney, reviewed new legis- 
lation affecting banking. During the af- 
ternoon session, another local lawyer, 
James G. Williamson, of the firm of 
Rose, Meek, House, Barron & Nash, sum- 
marized the changes in estate and trust 
taxation under the 1954 Internal Rvenue 
Code. 


The sessions were presided over: by 
Chairman G. A. Zimmerman, vice presi- 
dent and trust officer of Worthen Bank 
& Trust Co., Little Rock. 

A oie 


Rights of Foreign Trust 
Companies 


Subsequent to the compilation of the 
chart on right of foreign trust companies, 
published in the April issue at page 350, 
Tennessee enacted a statute (Chapter 
164) barring the appointment of a non- 
resident individual or corporate fiduciary 
unless a resident is appointed as co- 
fiduciary. At the time the chart was pre- 
pared, foreign fiduciaries were not per- 
mitted to act at all under the will of 
Tennessee decedents. 


West Virginia has since also amended 
its law on the subject specfically to bar 
corporate as well as individual nonresi- 
dent fiduciaries. No change is necessary 
to the chart as it reflected the assump- 
tion that the prohibition applied to both 
kinds of fiduciary. 
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THE CAPITALABOR TEAM 


TOWARD WHITE COLLAR UNIONIZATION 


Nine regional conferences in the 
United States and Canada, each cover- 
ing an area containing a large potential 
of unorganized clerical workers, have 
been set up by the Office Employes In- 
ternational Union for the specific pur- 
pose of stepping up the efforts to organ- 
ize the white collar group. Funds have 
been pledged both by local unions within 
the conferences and by the international 
union, and the staff of the O.E.I.U. has 
been quadrupled. 


A recent survey, according to the May 
American Federationist, for the first 
time showed white-collar workers in ap- 
proval of trade unionism. Unionization 
of 28 business organizations was reported 
already completed, and the Executive 
Council of the American Federation of 
Labor has given unanimous endorsement 
to a drive to organize millions of white- 
collar employees. 


ETHICAL CODE FOR WELFARE FUNDS 


A code of ethics for the management 
of employee health and welfare funds has 
been announced by the International As- 
sociation of Machinists, A.F.L., and in- 
cludes the following major elements: No 
paid union representative to receive any 





at 


your 
service 


. our 70 years’ experience in 
every phase of estate settlement 
and trust administration. We are 
pleased to give you and your cus- 
tomers the benefits of the collective 
knowledge and experience of our 
specialists in estate settlement and 
trust administration in Delaware. 


EQUITABLE SECURITY 
TRUST COMPANY 


Main Office: 901 Market St., Wilmington, Del. 


Delaware’s first commercial bank 1795 
Delaware’s first trust company 1885 
MEMBER F, D. I. C. 





extra pay of benefit for services in ad- 
ministering the program ... No union 
representative to have any connection 
with a concern or agency seeking to do 
business with the fund . .. No other 
trustee (employer or neutral) to receive 
any extra benefit for his services... 
Prompt action with appropriate public 
authorities regarding any individual 
found abusing his trust ... Removal of 
any union officer found in violation .. . 
Competitive bids from reliable firms 
where programs are to be underwritten 
by a commercial insurance company. 


GAINS IN PROFIT SHARING AT 
PITNEY-BOWES 


Gross income at Pitney-Bowes in 1954 
increased 642%, and expenses were held 
practically at the 1953 level, with the 
result that the margin of profit reached 
8144c on the dollar and profit-sharing in- 
creased 38%. New sales, gross income, 
operating profit and per-share earnings 
all reached new highs in 1954, President 
Wheeler gave major credit to the active 
part played by employees of all ranks in 
the continuing, company-wide program of 
profit improvement. 


AMERICAN UNIONISM 


The following quotes are from an ad- 
dress by Dr. Lester before the 35th an- 
nual meeting of the Associated Industries 
of Cleveland in March: — Since the 
1930s American unionism has been ma- 
turing ... The activities of unions now 
are largely contract-making and con- 
tract-enforcing. They have become part 
of an orderly process for enforcing dis- 
cipline and preventing wildcat strikes. 
Even in authorized strikes stress in re- 
cent years has been on orderly pro- 
cedures with protection of equipment 
from damage... Through welfare funds 
and other investments unions have come 
to hold a large financial stake in Ameri- 
can industry. It is not surprising there- 
fore to find union leaders reading the 


Haunting in Pairs 
—Poinier, in The Detroit News, 





Wall Street Journal ... The personal 
lives of union officials have also changed 
with their higher status and greater 
respectability (salaries ranging from 
$15,000 to $50,000 plus ample expens 
accounts) ... strikes have become les; 
a form of industrial warfare and mor 
a means of implementing collective bar: 
gaining ...A large section of American 
management is now operating on the 
problem-solving approach to labor rela. 
tions, which means accommodating itself 
to the existence of unions, trying to un- 
derstand them, and in some cases using 
the union as a channel of communication 
and employee education in the facts of 
business . . . Paradoxically perhaps, two 
dangers I see in present trends are (1) 
that labor management leaders in some 
cases may get along too well at the top 
— that they may make ‘deals’ at the ex- 
pense of the community, and (2) that 
unions may become too businesslike — 
administrative agencies 
much by financial considerations. 


A A A 


® The new headquarters of the New Jer- 
sey Bankers Association are at 29 Hul- 
fish Street, Princeton. 








DON’T FORGET 
THE GREATER NEW YORK FUND 
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Newspaper Advertising 





“{] think [ll call up a trust officer 
fight now,” opines a baby at the family 
telephone pictured in a current ad from 
first National Bank, Akron. The very 


brief text points out that “it’s so simple 



















it News, 











sonal 
lange 
rreater 

from 





a baby could do it,” but that call to the 





trust officer “will set in motion the 
process that will lead to confidence in 
your plans for your estate and your 







xpense t 
ne les: je family’s welfare.” 
1 more “The truth about estate plans” is sum- 
bh marized in an ad of Huntington Na- 
a tional Bank, Columbus, which explains 
> rela. tat while a good estate plan can save 
y itself Money in taxes and settlement costs, 
to un-(@ ‘the larger objective of estate planning 
; using J is to assure the security and happiness 
ication % of one’s family.” The best plans, the 
acts of MM ad says, always start with an anlysis 
es which will show how the estate “would 
ee settle up if probated today.” 
che top “Your children’s hour” is the title 
the ex-@ of an ad in the current “locket series” 
) that # of Bankers Trust Co., New York. Since 
like — J it is for the children, pictured in the 
ed toof locket, that the estate owner makes his 

plans, “those whom you appoint in your 

place” must be chosen with care. The 
ow Jer- @ ad lists the “essential qualifications” of 
‘9 Hul- a good executor. 

“What’s your Executor 1.Q.?” asks 

——=— 


anad from Fort Worth National Bank, 
which provides a yes-and-no quiz for 
the reader’s use in testing himself. The 
text below states that “all these and 
many other important services may 
thave to be performed” and “imposing 
this responsibility on your wife or best 
friend may be an oppressive burden to 
tither of them.” 


“They’ve made it all so easy for our 
family,” comments one lady to another 
a they sit at table together in an ad 
from Grace National Bank, New York. 
The speaker explains that her father 
had appointed the bank as executor and 
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ON THE PUBLICITY FRONT 


“we aren’t burdened with the details, 
yet we know that Father’s plans for us 
will be carried out exactly as he wanted.” 


“You lose if you ‘trade in’ your life 
insurance,” warns Commerce Union 
Bank, Nashville, in one of its series of 
ads featuring cooperation with under- 
writers and lawyers. The ad assures the 
reader that “the longer you keep your 
policy the more it is worth to you and 
your family” and then offers the bank’s 
services to “make sure that your insur- 
ance and other investments will provide 
the benefits you want your family to 
have.” The letter which went with copies 
of the ad to local life underwriters be- 
sides calling attention to the advertising 
campaign offered to “help you or your 
policyholders with estate problems.” 


“Tired of being your own security 
clerk?” inquires an ad of Chemical 
Corn Exchange Bank, New York. The 
answer given is to open a custodian 
account, and the ad points out that the 
cost is “a deductible item to the extent 
it applies to taxable securities. 


“Retirement from Tension” is the 
theme of a United States Trust Co., New 
York, ad which comments that “one of 
the most satisfying aspects of our work 
lies in seeing the increased contentment 
which many people experience when 
they entrust the management of their 
securities to our care. . . . Many times 
we have been told by our customers that 
it has proved a tremendous relief. . . 
The detached objective judgment of an 
independent trust company has much 
to recommend it—especially when its 
decisions are based not merely on the 
securities involved but also on personal 
knowledge and understanding of the 
customer’s needs and plans.” 











74 Porky Hel™ 


....-for a little old lady 


She had always been used to the niceties 
of life, but now she was dependent on the 
buildi 


her in comfort. 

So, we gave the building special care, kept 

it patched up and producing and the little 

old lady had her new bonnet regularly. 

Give your heirs the same protection 
a trust at this bank. . 


OAK PARK 
TRUST and aim 
SAVINGS : 

staaee rooms, sero’ BRAN K 


LAKE AT MARION STS. 
OAK PARK 








“A perky hat for a little old lady” 
illustrates a case history ad from Oak 
Park (lll.) Trust & Savings Bank. “She 
had always been used to the niceties of 
life, but now she was dependent on the 
income from an old, old building.” The 
bank, as executor, considered that the 
income from the sale price reinvested 
would not be enough, so it kept the 
building patched up and producing, 
“and the little old lady had her new 
bonnet regularly.” 


Booklets 


A little booklet, “All Aboard,” pub- 
lished by State National Bank, El Paso, 
takes the reader on an illustrated tour 
through the various departments and 
services of the bank. The opening prom- 
ise that “this little trip will take only a 
few minutes” is fulfilled, yet twelve ser- 
vices are briefly presented. The trust de- 
partment page shows a turbaned gentle- 
man peering into a crystal ball, with a 
chart of the signs of the Zodiac adorn- 








Now let's look at your estate plans 
for the present and for the future— 


TRUST DEPARTMENT 


Whether your estate is large or small, 
you should make a WILL and name an 
experienced Executor-Trustee. This step 
assures division of your estate exactly 
as you wish... protection against 
unnecessary cost during settlement... 
and efficient management thereafter, 
Have your lawyer draw your WILL 

and name The State National your 
Executor-Trustee. 


All types of trust services are offered: 
Testamentary and Living Trusts, Agency 
Accounts, Estate Management, as 
Executor, Administrator, or Guardian, 
Escrow Accounts, Pension and Profit- 

_ Sharing Trusts, and many others. 


From booklet of State National Bank, El Paso 


ing the wall, and contains text in part 
as follows: “Now let’s look at your es- 
tate plans for the present and for the 
future. . . Whether your estate is large 
or small, you should make a WILL and 
name an experienced Executor-Trustee. 
This step assures. . .” etc. The types of 
trust service, including living trusts and 
agency, accounts, are listed on the same 
page. 

The story of Melville E. Stone and 
the Associated Press is turned to comp- 
liment the trust business in the current 
issue of Montreal Trust Co.’s publica- 
tion, “Forethought.” When Stone was 
general manager of AP in 1893, its 
permanency was uncertain. He retired 
in 1921, and then in 1928 visited the 
AP headquarters in New York where re- 
turns of the Hoover-Smith election were 
being tabulated. Stone observed, “It 
is just like every preceding election 
staff—an efficient group carrying on 
without fluster or bluster. Nothing is 
changed.” The bank comments that 
“The tradition of an organization, the 
devotion to duties in which its members 
have been trained, can be of longer 
duration than the mortal span of indi- 
viduals.” This comment is the more 
pertinent because the same issue carries 
a note that “This is our 65th Anniver- 
sary, the time when the individual ex- 
ecutor generally passes his responsibili- 
ties on to someone else, and prepares 
to retire.” 


“A bank is people” is both the title 
and the theme of a brochure published 
by First Camden (N.J.) National Bank 


& Trust Co. After expressing its con- 


Social hour at the Men’s Finance Forum sponsored in February by St. Joseph Valley Bank, 
Elkhart, Indiana. 





viction that “a bank is something more 
than a building . . . other than a safe 
repository for money,” the authors pre- 
sent briefly their philosophy that the 
bank is the people who operate it. To 
give the reader a better introduction to 
the bank in this sense, the ensuing pages 
offer first an organizational chart, then 
a discussion of the duties and responsi- 
bilities of directors, and finally photos 
and thumbnail sketches of the directors, 
the officers, and the branch advisory 
committee. 
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“Widespread Ownership,” as _ the 
theme of the current monthly trust 
pamphlet of United States National 
Bank, Portland, Ore., offers opportunity 
to present the bank’s corporate trust 
services. After explaining that the aver- 
age man today is a stockholder, and 
commenting on the number and distri- 
bution of its own shareholders, the bank 
tells of its work for corporations as 
transfer agent, registrar, and dividend 
disbursing agent. The opposite page, 
continuing the series of trust officer 
presentations, pictures and describes H. 
F. Prideaux, head of the Corporate and 
Stock Transfer Divisions. 


Forums 


The four program Men’s Finance 
Forum conducted in February by Si. 
Joseph Valley Bank, Elkhart, Ind., drew 
an average of 300 men per meeting and 
unanimous support of the idea of re- 
peating the series in one or two years. 
Four visiting speakers presented suc: 
cessively the topics of Investments; The 
New Tax Laws; Wills, Trusts and Es 
tates; and Your Banking Relationship. 
Refreshments were served after each of 
the evening meetings and girls from the 
bank’s staff were ushers and hostesses. 
The series was arranged by Eldon F. 
Lundquist, public relations director of 


the bank. 


The Trust Department of The First 
National Trust and Savings Bank of 
San Diego was host recently to mem 
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Maurice James, vice president and trust officer of The First National Trust and Savings 

Bank of San Diego, is shown serving as moderator for the successful forum-dinner given 

by the bank for members of the Bar of San Diego County. (From left to right): Myron 

Kamivar, vice president, San Diego Bar Association; Lawrence Turrentine, Presiding 

Judge, Superior Court of San Diego County; Mr. James; Dr. Samuel Thurman, Professor 

of Law at the Stanford School of Law, guest speaker; and Brooks Crabtree, vice president, 
San Diego Bar Association. 
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to the bank as a direct result of these 
meetings. 

Finance Forum publicity should seek 
the general news and women’s sections 
of newspapers, rather than the financial 
pages, and should supply papers with 
material for headline stories right 
through the forum period, according to 
an article in April Banking written by 
associate editor Mary B. Leach. The 
enthusiasm of the officers of the 
women’s clubs is also important to 
forum success, as well as the personal 
appearance of bank spokesmen at club 
meetings. Women at the National City 
Bank of Cleveland forum voting on 
subjects to repeat at another forum 
placed Investments first (153) and Es- 
tate Planning second (146). For new 
subjects a continuation of Estate Plan- 
ning held first place (128) and Real 
Estate or Home Ownership second 
(105). The article cites the experience 
and comments of a number of banks 
that have held successful women’s (and 
in some cases also men’s) forums. 


Eight television shows were presented 
this winter by the cooperative action 
of the University of Michigan and the 
Detroit banks and trust companies. The 
series, which was on film, occupied half 
an hour of the University’s Sunday 
afternoon hour broadcast. The topics 
chosen were: Your Family Budget, 
Your Bank Account, Home Financing, 
Meet Your Installment 
Credit Needs, Credit for Business, Plan- 
ning Personal Investments, and Taking 


the Mystery Out of Wills. 
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; the bers of The San Diego County Bar. “Dicta,” a monthly publication for TV 
trust (@ Maurice James, vice president and trust lawyers in San Diego County, lauded 
tional @ Slicer, moderated the forum-dinner the meeting and stated in an editorial: 
tunity held at the El Cortez Hotel. Dr. Samuel “One further reason for the success of 
trust [| lhurman, Professor of Law at the Stan- this forum was the absence of commer- 
. aver- @ ford School of Law, the guest speaker, cialism,” bearing out First National’s 
- and  °tlined 15 points on, “The Pitfalls of belief that these meetings are successful 
distri- Estate Planning,” for the 259 guests. and prove educational and beneficial to 
» bank [fp Special invitations were mailed to mem- attorneys as well as to bankers. It was 
ns as @ Pers of the California Bar, The San _ the unanimous opinion of the bank offi- 
vidend  Viego Bar Association, Judges of the cers present that the forum-dinner ce- How Banks 
page, Municipal and Superior Courts, to in- mented relations between the attorneys 
officer [f “titance tax appraisers and to the new and the bank. This is evidenced by new 
bes H. ff members of the California Bar. wills and trust business which has come 
te and & Dr. Thursman’s speech, followed by 
F aquestion and answer period, sketched 
/some of the major pitfalls encountered 
in formulating long-range plans for the 
«nance | “servation and disposition of an es- * = «= . 
by St late, and pointed out important changes A n Cl | | a ry Ad m | ii b strati 0 1] 
, drew )aflecting estate planning in the Inter- 
ng and nal Revenue Act of 1954. 
of re Two court reporters took down the When you require ancillary adminis- 
years.  Ploceedings of the meeting on Steno- “Sian bia 
d suc [ype machines and 365 copies of these tration in Michigan, our complete 
is; The with a covering letter by facilities are at your service. We also 
nd Es “tr. James, were mailed out by First : 
onship. fp \ttional Bank. The transcript, eer welcome the opportunity to act as 
sach of ing to many attorneys, has proved to co-transfer agent, co-registrar and in 
‘om the bea valuable text preliminary to discus- all types of personal and corporate 
stesses. J On with their clients in respect to the a 
don F. & ttafting of wills. trust Capacities. 
ctor of | The trust officers and the branch 
hanagers of the bank acted as hosts for 
, Mee moving, sick hae 2 MANUFACTURERS NATIONAL BANK 
ank of 4:00 p-m., the speech and discussion 
» mem fe Ptiod continuing for two hours, fol- 
lowed by a cocktail party and dinner. —EE 
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TRUST ASSETS ADVANCE IN 1954 


Part Hl 


HIS THIRD INSTALLMENT OF THE 
5 pation? story of trust growth 
in 1954 as indicated by the annual re- 
ports of banks and trust companies in 
the United States in no way contradicts 
the preceding sections. The reports con: 
tinue favorable in regard to trust assets 
with estate planning, the need for in- 
vestment advice, and the increasing 
number of pension and profit-sharing 
plans each getting part of the credit. 
Among the reports reviewed here the 
following comments and quotations are 
among those of special interest. 

-A 16-page brochure with both black- 
and-white and color pictures was issued 
by Lincoln Bank & Trust Co., Louis- 
ville, Ky., in connection with its 50th 
anniversary. The text and pictures de- 
scribe the half century development of 
bank and city, with the trust depart- 
ment coming in for a half-page picture 
and the comment that “Safeguarding 
the security of widows, orphans, the 
elderly, is the daily responsibility of the 
Trust Department. The planning and 
settling of estates by experienced trust 
officers is the end task of the wise coun- 
sel they first offered when husband or 
father, with attorney, visited them to 
discuss and plan the future security and 
independence of his family.” 

In contrast to reports which do not 
even mention the trust department, Fi- 
delity Trust Co., Pittsburgh, states, 
“One of the distinctive characteristics of 
your company is the importance which 
it places on the operations conducted by 
the Trust Department. Over the years 
specialization in the field of trusts and 
estates has developed facilities within 
your company for personalized trust ser- 
vice to a high degree. The merger “has 
opened greater opportunities than ever 
to offer these facilities to individuals 
and corporations who need them.” 


In the beautifully executed report of 
First National Bank, Dallas, two illu- 
strations are explained by the follow- 
ing story: “To many men and women 
a bank is intelligent management of 
estates and trusts. And to one customer 
in particular, First National is also a 
number of things which, in the parlance 
of bankers, don’t appear under the head- 
ing of regular Agency Account Services. 
In a recent note, she expressed gratitude 
that an officer of the Bank had gone to 
her many times when she did not realize 
that she needed help, but somehow he 
knew. . . To mention a few of the things 
she had in mind: She recalled the as- 
sistance of a First National trust officer 
in completing arrangements for her 
daughter’s marriage. She called it one 
way of helping two generations meet 
their opportunity. Then there was the 
time the trust officer not only advised 
her on automobile purchase, but went 
out and closed the deal (an advantage- 
ous trade, too). And not long ago, now 
alone, she deliberated over selling her 
home and taking an apartment. But the 
trust officer raised the question of 
whether the apartment rooms would be 
a kid’s idea of “Grandma’s” when her 
daughter’s youngsters would be coming 
often to visit. Today she still holds forth 
in her stately home . . . divides her 
pleasure between her friends, her new 
car, her hobbies . . . and relishes the 
coming of these happy years when the 
kids will be visiting “Grandma.” 


Indicative of the effect of growth 
upon system is this quotation from Na- 
tional Bank of Commerce, Norfolk: “In 
1938 the trust department with assets 
of approximately $10,000,000 outgrew 
its handposted bookkeeping system and 
adopted the most modern machine post- 
ed system then available for a moderate 


sized trust operation. In 1954 with per. 
sonal trust assets many times the 1938 
figure and a growing volume of corpo. 
rate trust business, the department jx 
in the process of converting to a sys. 
tem of punchcard accounting, using the 
complicated but very efficient machine 
available today and which are hein 
used by many of the nation’s largeg 
trust departments.” 


Another appreciation of the trust de. 
partment’s value to the bank as a whol 
appears in these words from Peoples 
National Bank of Washington, Seattle: 
“This part of the bank’s activities pro. 
vides your management with a great 
deal of satisfaction because of the assis 
ance we can offer to the intimate anf 
human problems of our customers.” 


Seattle-First National Bank combine 
the personal and the electronic in keep. 
ing up with the current opportunities 
for expansion. In their own words, “Sig. 
nificant is the growth of trust busines 
in those areas of the state served by 
our smaller branches. While trusts are 
administered only at our Main, Metro. 
politan, Spokane & Eastern, and Belling. 
ham offices, regular visits by trained 
estate planning personnel are made to 
all branches to bring this important! 
service to our friends and customer 
throughout the state. . . . To facilitatef 
the processing of our expanding volume 
of business, electronic accounting equip: 
ment was installed during the past year,f 
which placed pertinent information con- 
cerning various trusts immediately al 
the hands of administering officers while 
enabling us to provide more complete 
and current reports to our customers.” 


The summary of progress in trust] 
asset volume and trust department gros 
income, which has been running in the 
past two issues, continues here. 





Bank 


CALIFORNIA 
Union Bank & Trust Co., 
Los Angeles 


DELAWARE 
Delaware Trust Co., 
Wilmington 


Gross Trust Earnings 


Volume of Trust Business 


Common Trust Fund 


Pension and profit sharing 
trusts increased in number 


23% . 


. . contributed substan- 


tial growth to department 


$330,340 compared with $237,- 
249 in 1953 representing 17% 
of total earnings 


in 1954 


against 15% in 1953. 


INDIANA 
American Fletcher National 
Bk. & Tr. Co., Indianapolis 


4d 


Best earnings in its history 


Substantial growth ... large 


increase in retirement plans 
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Bank 
NEW JERSEY 


Princeton Bank & Trust Co., 
Princeton 


OHIO 
First National Bank, 
Cincinnati 
National Bank of Toledo, 
Toledo 


PENNSYLVANIA 
First National Bank, 
Erie 
Jenkintown Bank & Trust 
Co., Jenkintown 


PENNSYLVANIA 


Farmers Bank & Trust Co., 
Lancaster 


Montgomery Norristown 
Bank & Trust Co., 
Norristown 
First Seneca Bank & Trust 
Co., Oil City 
Oil City National Bank, 
Oil City 


Fidelity-Philadelphia Trust 
Co., Phila. 


First National Bank, 
Philadelphia 


Girard Trust Corn Exchange 
Bank, Philadelphia 


Liberty Real Estate Bank 
& Trust Co., Phila. 

Pennsylvania Co. for 
Banking & Trusts, Phila. 


Philadelphia National Bank, 


Phila. 


Provident Trust Co., 
Philadelphia 


Gross Trust Earnings 


Commissions of $103,443 were 
second to 1953 all time high 
of $107,507 


New high 


$2,671,639 compared with 
$2.6 million last year 


$3,687,000 or 16.9% of bank’s 
total gross operating income 
. $41,000 above 1953 


Profitable $308,472 compared 
with $253,716 a year ago 
Including corporate fees 
reached new high of 
$2,833,049 


26% of total . . . $1,738,000 
... above ten year aa 
and $64,704 above 1953 . 


profit for past nine years 


Volume of Trust Business 


In excess of $30,000,000 and 
226 accounts: Guardian- 
ships 3, Estates 10, Custodian 
13, Testatmentary Trusts 43, 
Investment Advisory 58, Vol- 
untary Trusts 90 


Continues its growth 
New high 


Continued growth 


Continued growth ($9,879,146 
compared with $8,942,316 in 
1953) 


Large new business potential 
developed through estate 
planning 

$49,958,864 ($45 mil. last 
year) 


$20 million 


Total trust funds $39,884,885 
compared to $39 million in 
1953 

Total income collected from 
all personal trust assets $43.1 
million compared with $40.1 
in 1953 

Continued sound growth . 
assets 50% above two years 
ago... estate planning fa- 
cilities expanded 

Over $1,400 million ... net 
gain of $32,688,000 (com- 
pared with five year average 
of $34.5 million) 


Exceeds $1.5 billion ... ex- 
cluding large custodian ac- 
counts, net gain of 
$39,325,100 . . . Income col- 
lected exceeded $51,500,000 
Continued substantial growth 
. sharp rise in will ap- 
pointments ... Phila. bank 
plan for retirement & insur- 
ance benefits exceeded ex- 
pectations 
Exceeds $600 million show- 
ing continued growth 


Common Trust Fund 


Passed $4,000,000 — 91 trusts 
aS, its establishment justi- 
e 


Legal investment trust fund 
started in October 


Market value $106.9 million 
. . 3500 trusts 


$95,000,000 and 3700 trusts 


$103,686,219 and 3850 trusts 


Established during the year 


$65 million and 2800 accounts 
of which 1800 are wholly in 
CTF 











abate at 


” Girard Trust Corn Exchange Bank 
*metimes, Simpson, I wonder if we aren’t carrying this idea of 
friendly, relaxed service a little too far.” 


TRUST COMMISSIONS 


AND FEES 
{Thousands of Dollars) 





Provident Trust Co., 
Philadelphia 
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Bank 


Potter Bank & Trust Co., 
Pittsburgh 


Tradesmens Bank & Trust 
Co., Philadelphia 

Commonwealth Trust Co., 
Pittsburgh 


Fidelity Trust Co., 
Pittsburgh 


Mellon National Bank & 
Trust Co., Pittsburgh 


Peoples First National Bank 
& Trust Co., Pittsburgh 


Union National Bank, 
Pittsburgh 


Berks County Trust Co., 
Reading 


Scranton Lackawanna Trust 
Co., Seranton 


Third National Bank & 
Trust Co., Scranton 


RHODE ISLAND 


Rhode Island Hospital Trust 
Co., Providence 


SOUTH CAROLINA 
South Carolina National 
Bank, Charleston 


First National Bank, 
Greenville 


TENNESSEE 
National Bank of Commerce 
Memphis 
Union Planters National 
Bank, Memphis 
First American National 
Bank, Nashville 


Third National Bank, 
Nashville 


TEXAS 


Mercantile National Bank, 
Dallas 

Republic National Bank, 
Dallas 

Fort Worth National Bank, 
Fort Worth 


First National Bank, 
Houston 

National Bank of Commerce, 
Houston 

Texas National Bank, 
Houston 


Frost National Bank, 
San Antonio 


National Bank of Commerce, 
San Antonio 


VIRGINIA 


Peoples National Bank, 
Charlottesville 


Lynchburg National Bank & 
Trust Co., Lynchburg 


Lynchburg Trust & Savings 
Bank, Lynchburg 


National Bank of Commerce, 
Norfolk 


Gross Trust Earnings 


Increased 


Materially higher 


$207,469 compared with 
$193,190 last year 


$253,236 


9.67% of total 


Profitable year 


Increased 28% over 19538 


All time high 


Splendid source of revenue 


Principal de- 


commissions 
clined .. . other earnings in- 
creased over 1953 high 


Volume of Trust Business 


Increased, especially owing to 
estate planning program... 
150 new wills & trusts valued 
at $7,500,000 

Increased substantially ... 
gains in all phases 


$75,057,141 in trust assets 


Year-end assets of 
$394,450,026 book value... 
Net increase of $15.5 million 
New high level 


Assets at year end 
$231,514,347 an increase of 
$16.7 million 

Exceeded $140 million 


In two years grew from 
$42,560,000 to $53,354,000 
($46.2 million last year) 
Increased $8 million to 
$65,775,424 (book value) ... 
five years ago assets were 
$53,264,306 

$11,553,820 compared with 
$10,155,699 last year 


Increasing number of ac- 
counts, large and small. 


Expanding 


Increased 61% 
years 


in past six 


Increasing 
New high 


Substantial growth — largest 
annual increase in no. of ac- 
counts & value of assets 
Growing 


Consistent growth... 
panded facilities 


Steady and rapid growth 


Increased more than any 
previous year ... 31.9% of 
new personal trusts contained 
oil interests 

Acquired many worthwhile 
new accounts 

Net increase of 19.7% 


Continued growth, in these 
proportions: estates 16%, 
guardianships 9.5%, Agencies 
10%, and wills filed 13% 
$31,526,600 compared to 
$24,047,127 last year 
Excellent year ... substan- 
tial volume of additional trust 
accounts 


Continued growth . .. 694 
accounts and $25,744,831 book 
value... 79 new accounts 
Substantial growth ... 35 
| accounts totaling $2,212,- 
2 

Satisfactory increase 


Continuing growth in assets 
and scope. For 3d consecutive 
year new trusts, wills approx- 
imated $25,000,000 


Common Trust Fund 


Established in October 


$5,771,226 and 620 trusts 


Established in November 


Established November 1 
Established April 1 


Very satisfactory results 


Over $5 million and 170 
trusts 


$1,760,476 ... has served 4 
real need 


Affords great protection 


$3,723,414 — 129 trusts 
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Women 

Joint Accounts 
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Foundations and 
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SHARE OWNERSHIP OF 





Over 1,000 Shares 
100-999 Shares 
1.99 Shares 


Breakdown of ownership of Fort Worth National Bank 








TOTAL 


1,383 





STOCKHOLDERS 


YEAR 





“TOTAL” 
1,383 
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First National Exchange Bank, Roanoke 





Bank 


Seaboard Citizens National 
Bank, Norfolk 


ists 


Central National Bank, 
Richmond 


ber 


State-Planters Bank & Trust 
Co., Richmond 


Colonial-American National 
Bank, Roanoke 

First National Exchange 
Bank, Roanoke 


WASHINGTON 
National Bank of Commerce, 
Seattle 
Pacific National Bank, 
1 Seattle 


Peoples National Bank of 
Washington, Seattle 
Seattle-First National Bank, 


Its Seattle 


Seattle Trust & Savings 
Bank, Seattle 


National Bank of Washing- 
ton, Tacoma 


WISCONSIN 
Wisconson Bankshares Corp. 


orved 8 Marine National Exchange 


Bank, Milwaukee 


Marshall & Ilsley Bank, 
Milwaukee 





Gross Trust Earnings 


All time high 20% above ’53 


Steady increase 


Volume of Trust Business 


Steady progress in number 
of accounts and dollar vol- 
ume ... increasing number 
of corporate customers, re- 
tirement plans 

Number and volume of ac- 
counts increases year by year 
, . Growth in number of 
transfer agencies and cor- 
porate trusteeships 
Continued growth ... From 
many standpoints results ex- 
ceeded any previous year 
Volume reached a new high 


517 accounts, more than $26 
million, $3.5 million above 
last year 


Very successful year 
steady growth continued 
Most successful year, all 
types of accounts. Assets at 
all time peak 


Continued to grow . . . look 
for accelerated growth 

Greatly increased activity 
and rapid growth .. . assets 


doubled in past six years... 
significant growth in smaller 
branches upstate 

Steady increase... new wills, 
increased investment advisory 
service 

Continued satisfactory 
growth 


Trust departments operated 
by the First Natl. Bank, 
Madison, First National Bank 
Oshkosh, and First Wisconsin 
Trust service personal trust 
assets over $350,000,000. 
First Wisconsin acts as cor- 
porate trustee, stock transfer 
agent and registrar for se- 
curities over $500,000,000. 
Most rapidly expanding ser- 
vice is in pension & profit 
sharing trusts. 

Continued growth in all 
phases, especially in pension 
and profit sharing trusts 
Growth continued in personal 
and corporate trust services 


Common Trust Fund 


Over 100 trusts invested 


Established late in the year 


Over $3 million 


Continued to grow .... 
definite value 


Laid groundwork for CTF 


Issued special report covering 
10 years 


Trusts of moderate size are 
benefiting 
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New York Trust Issues 
Banking Career Pamphlet 
An attractive 8-page pamphlet entitled 

“Modern Banking as a Career with The 
New York Trust Company” has been pub- 
lished by that institution for use in its 
Program to recruit college graduates as 
mployees. In these few pages the bank 
describes briefly the rewards offered by 


Trust 


pective graduate. 


a banking career, the place of New York 
in American banking, 
ployee training program, and the in- 
ternal organization of the bank. The con- 
cluding page deals with the opportunity 
which the institution offers to the pros- 


The bank is keeping two men on full 
time duty calling at colleges where in- 


the em- 


terested students are interviewed indi- 
vidually and often also in groups. Copies 
of the pamphlet are sent to each college 
prior to the visits of these men, and are 
also distributed personally by them di- 
rectly to interested students. Experience 


in the use of the pamphiet to date, chiefly 


in New England and the Middle Atlantic 
States, has been favorable. 
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as your car? 


You buy your car by brand. 
Its name is your guarantee of 
value and performance. 

The same is true 


‘ of automobi 
insurance. te 


For your own sake, buy from 
your reputable HOMEtown agent 
He gives you service— 
Not just sales-talk. 


THE 


ORGANIZED 1853 


FIRE 





* AUTOMOBILE . 
The Home Indemnity 


ty Insurance, Fidelity and Surety Bonds 


FOR QUALITY PROPERTY INSURANCE. SEE YoUR HOMETOWN AGENT! 


Is your Insurance as good 





" Pays to take an interest 
1N your insurance company, 
too. You need a friendly, . 
reliable company whose 
reputation measures up to 
your car's. Then you know 
you re protected when 
a loss occurs. 


HOME 


Home Office ; 59 Maiden Lane, 


Company 


New York 8 N.Y. 


MARINE 
Company, an affiliate, writes 





Tie Home Insurance Company’s new 
advertisement sells automobile insur- 
ance, sure... 


but more important, it tells your custom- 
ers about the value of quality protection. 


Your auto loans must be covered by 
insurance—and it is in the interest 
of both bank and borrower to specify 
the very best insurance available. 


Your local agent of The Home Insurance 
Company will be glad to cooperate 

with you in every way possible— 

why not call him? 


THE HOME 


ORGANIZED 1853 % 


Home Office: 59 Maiden Lane, New York 8, N.Y. 

FIRE AUTOMOBILE MARINE 

The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 




















This advertisement 
will appear in: 


American Home—June 


Better Homes and Gardens 
—June 


Nation’s Business—May 
Town Journal—May 
Time—May 9 
Newsweek —May 9 
Business Week—May 7 


U.S. News & World Report 
—May 20 


a 
Soe eneatanenenemnennennecee de 
Sena ummm 














Where There's A Will 


FITZWILLIAM SARGENT, vice president 
of The Budd Company in charge of raj. 
Way passenger car sales, bequeathed ty 
his wife all jewelry, automobiles, persona] 
and household effects, together with any 
policies of insurance thereon. From the 
rest of his estate, Mr. Sargent gave legs. 
cies of $1,000 or one per cent of the 
residue, whichever is smaller, to each 
surviving grandchild, his son, his daugh. 






















ter-in-law and another individual, while Bs 
an employee receives one-half that mini 
amount, As to the latter, the will pro. able 
vided that the bequest was to go to the expe 
employee’s wife if he died while in th deat 
testator’s employ. pain 
The balance of the testamentary estate H. 
estimated at a total of $185,000, is to he to al 
held in trust by Mrs. Sargent, the son Fede 
and The Pennsylvania Company fo tanc 
Banking and Trusts, Philadelphia. The sary 
widow is to receive the income and such Cod 
amount out of principal in each calendar 
year to aggregate $5,000, provided Mrs, H 
Sargent makes such request to the cor. jm 
porate trustee in writing. After her? 
death, the income will go tc the son for = 
life and thereafter to his wife until hr@ 4 
death or remarriage, when the principal § and 
will be distributed to the son’s then living gy 
issue per stirpes. mal 
In directing that all estate taxes im. § 21. 
posed with respect to any property in § 4 
cluded in the gross estate be paid out of § lim 
the estate, Mr. Sargent added a pro. for 
viso that if the principal of a trust @ mu 
created in 1928 with the Cleveland Trust § tea 
Co., of which he was one of the grantors, ¢ 
should be included in his taxable estate, & 
that trust is to be charged with the dif- & to 
ference between the total tax and the § py, 
amount which would have been assessed § jn; 
if the inter vivos trust had not been in-§ ap 
cluded in his estate. up 
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Kansas Trust Division to 
Sponsor Will Contest 
Two will drafting contests, one at the 
University of Kansas in Lawrence and 
the other at Washburn College, Topeka, 
will be sponsored by the Trust Division 
of the Kansas Bankers Association. First 
prize in each case will be $75. A com- 
mittee from the 50 Kansas banks with 
trust powers is developing rules. 


Officers elected at the recent annual 
meeting of the Division are: 


President: J. W. Shane, assistant trust 
officer, Fourth National Bank in 
Wichita 

Vice Pres.: Raymond E. Platt, vice presi- 
dent and trust officer, Hutchinson State 
Bank 


Sec.-Treas.: Ralph L. Krueger, vice presi- 
dent and trust officer, Johnson County 
National Bank & Trust Co., Prairie 
Village. 
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STATES 


State Legislation Affecting 
Trusts and Estates 


(Continued from April issue) 


COLORADO 


H.B. 170: Provides that personal in- 
jury actions survive to and against ad- 
ministrator or executor, amount recover- 
able after death being limited to actual 
expenses and loss of services prior to 
death and no recovery is permitted for 
pain and suffering or disfigurement. 


H.B. 232: Amends state estate tax law 
to absorb full allowance permitted under 
Federal estate tax law for state inheri- 
tance tax paid (correction made neces- 
sary by 1954 Federal Internal Revenue 
Code). 


H.B. 257: Extends proceedings for de- 
termination of descent of intestate real 
property, where there is no estate ad- 
ministration, to personal property. 


H.B. 261: Adopts Uniform Principal 
and Income Act. 


H.B. 265: Authorizes adult person to 
make gift of securities to minor under 
21. Gift is made to person designated 
as custodian for minor; custodian has 
limited rights with reference to changing 
form of property or sale of it; custodian 
must deliver property to minor when he 
reaches 21. 


§.B. 199: Provides that where real 
estate is subject to contingent future in- 
terests and it is desired to lease land for 
production of minerals, any person hav- 
ing an interest may request court to 
appoint trustee who may lease property 
upon such terms as court shall approve 
and after notice to all persons having an 
interest and appointment of guardian ad 


s litem to protect interests of unknown per- 


sons under disability. 


§.B. 201: Re-enacts provision omitted 
from Colorado Revised Statutes 1953 to 
Permit proof of will by proving signa- 
tures of witnesses where witnesses are 
not available and where there is full 
attestation clause on will. 


GEORGIA 


H.B. 108: Bars right of widow or 
minor child to year’s support where sale 
tr conveyance has been rightfully made 
prior to award. 

(See page 402 for item on gifts to 
minors. ) 


IDAHO 
Ch. 99: Increases from $1,500 to $5,000 
amount of estate which shall be awarded 
fitirely to widow, or, if none, minor 
children, 
Ch. 100: Raises from $300 to $600 ag- 


gregate amount of bank accounts pay- 
able to widow. 
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INDIANA 


Ch. 132: Creates permanent Probate 
Code Study Commission. 


Ch. 258: Amends Probate Code with 
respect to contents of petition for pro- 
bate of will or appointment of admini- 
strator; requires statement therein as 
to probable annual rents, issues and 
profits of estate; requires personal repre- 
sentative to mail, through clerk, copy of 
notice to creditors to heirs, devisees and 
legatees named in petition, or guardian 
of any such person under disability; re- 
quires notice of hearing to heirs and 
lien holders on petition to sell, mortgage 
or lease real estate; makes other changes 
in Probate Code. 


Ch, 302: Amends fiduciary investment 
statute to reflect current names of stock 
exchanges; eliminates requirement that 
corporation whose stock may be pur- 
chased be listed within one year after 
public offering. 


MAINE 


Ch. 90: Permits corporate fiduciaries 
to register securities in name of nominee 
with consent of co-fiduciary; applies to 
existing accounts. 


MARYLAND 


Ch. 46: Amends requirements as to 
notice to creditors on sale of real estate 
for partition. 


Ch. 124: Extends exemption of ceme- 
tery trusts of not more than $5,000 from 
rule against perpetuities to such trusts 
created inter vivos as well as testamen- 
tary. 


MINNESOTA 


Ch. 138: Authorizes court to deter- 
mine rights and to apply cy pres doc- 
trine to charitable trusts created prior 
to April 15, 1927 (inter vivos or testa- 
mentary). 


Ch. 189: Doubles to $2,000 and $1,000, 
respectively, amount of wearing apparel 
and furniture, and other personal proper- 
ty allowed to surviving spouse, plus an 
automobile. 


Ch. 248: Provides that sale of interest 
of insane or incompetent person, made 
under order of court, shall include 
spouse’s inchoate interest. 


Ch. 256: Increases from $500 to $1,000 
amount of minor’s funds as to which 
court may permit payment of not more 
than $500 to parent, etc. and deposit in 
named types of institutions or purchase 
of savings bonds. 


MONTANA 


Ch. 62: Adds as purpose for which 
estate property may be mortgaged the 
payment, reduction, extension or re- 
newal of promisory note secured by mort- 
gage. 

Ch. 231: Revises widow’s right of elec- 
tion to take against will, not to exceed 
two-thirds of net estate after expenses 
and taxes. 


NEBRASKA 


L.B. 171: Broadens provisions relat- 
ing to summary administration of es- 
tates to include all property, not merely 
motor vehicle, where estate does not ex- 
ceed $700. 


NEVADA 


Ch. 219: Classifies claims by Nevada 
State Hospital against estate as pre- 
ferred, with same rank as expenses of 
last illness; also relates to guardianship 
of persons committed to hospital. 


New HAMPSHIRE 


Ch. 20 & 47: Permits judge of probate 
to waive requirement of sureties on 
bond by fiduciaries in certain cases. 


NEw MEXxIco 


Ch. 70: Exempts national banks quali- 
fied to act as guardian from giving 
bond. 


Ch. 146: Amends provision for taking 
testimony of nonresident or incapaci- 
tated attesting witness to permit attach- 
ment of photostatic copy of will, in lieu 
of original, to commission to take depo- 
sition. 

H.B. 148: Provides for trust depart- 
ments for state banks with combined 
capital and surplus of $400,000 or more. 


Uniform Common Trust Fund Act 
adopted. 


NEw YorkK 


Ch. 225: Makes right of afterborn child 
subject to valid power of sale expressed 
in will or implied pursuant to Section 
13 of Decedent Estate Law. 


Ch. 301: Adds Richmond to counties 
in which guardians must file annual in- 
ventory and account within 30 days af- 
ter anniversary of appointment (rather 
than, as in other counties, in January). 


Ch. 438: Revises provisions respect- 
ing administration of estates by Public 
Administrator of Suffolk County. 

Ch. 479: Amends provisions relating 
to guardian’s holding minor’s property 
in savings and loan associations. 

Ch. 484: Amends provisions covering 
gross and net estate for estate tax pur- 
poses. 

Ch. 487: Amends provisions respect- 
ing right of election by surviving spouse. 

Ch. 501: Permits, under order of Sur- 
rogate’s Court, payment of legacy or 
distributive share of patient in state in. 
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stitution of Department of Mental Hy- 
giene to director thereof if sum does not 
exceed amount which latter is authorized 
by law to receive. 


NorTH CAROLINA 


S.B. 29: Incorporates in statute re- 
lating to unauthorized practice of the 
law, proviso that corporate fiduciary may 
perform “any clerical accounting, finan- 
cial or business acts required of it in 
performance of its duties as fiduciary 
(and) ministerial and clerical acts in 
preparation and filing of such tax re- 
turns as are so required ” and may dis- 
cuss “business and financial aspects of 
fiduciary relationships.” 


S.B. 158: Permits sale of real proper- 
ty to pay debts even before personal 
estate is exhausted, where it is shown 
that personal estate is insufficient there- 
for. 


OREGON 


Ch. 183: Permits payment of estate 
share less than $500 to parent of minor. 


SouTH CAROLINA 


Act 159: Adds to fiduciary investment 
list debentures issued by Regional Banks 
for Cooperatives and any corporation. 


SouTtH DAKOTA 


H.B. 863: Extends provisions govern- 
ing summary administration of small 





“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 


Trust Company 
Wilmington, Delaware 


Capital Funds ... $ 25,516,891 
Total Assets ... . $265,756,776 
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estates to termination of joint tenancy, 
life estate or other interest in real prop- 
erty. 


TENNESSEE 


Ch. 1388: Empowers court to authorize 
personal representative to carry on de- 
cedent’s business for original period not 
exceeding nine months from appoint- 
ment. 


Ch. 164: Permits nonresident indi- 
vidual or corporation to be appointed 
personal representative only if resident 
co-fiduciary (individual or corporate) is 
appointed. 

Ch. 280: Sets up new law and pro- 
cedure for appointment of guardians. 


Ch. 302: Entitles adoptive parents to 
inherit from adopted child property ac- 
quired from relatives of adoptive par- 
ents. 


TEXAS 


S.B. 97: Adopts new Probate Code. 


WASHINGTON 


Ch. 160: Provides for release of powers 
of appointment. 


Ch, 205: Entitles other party to trans- 
action by executor under nonintervention 
will to have it conclusively presumed 
that transaction was necessary for ad- 
ministration of estate; limits powers of 
adminstrator with will annexed as to 
lease, sale, mortgage and conveyance of 
property, except under order of court 
unless powers in will are mandatory; 
dispenses with notice on petition for 
appointment of administrator d.b.n., un- 
less court directs; provides that devisee 
of real or personal property subject to 
mortgage takes subject thereto unless 
otherwise provided in will — “mortgage” 
shall not include pledge of personal 


property; fixes award of $6,000 to spoug 
in terms of value at time of death aj, 
establishes six-year limitation on time } 
file petition for award. 


Ch. 141: Bars slayer from sharin 
in estate of victim; (detailed statu 
covering all forms of property interest, 
is apparently result of 1952 decision j, 
Duncan’s Estate, 246 P. 2d 445, whid 
refused to bar murderer’s inheritance), 


Ch. 158: Exempts pension and othe 
employee benefit plans from rules againg 
perpetuities, accumulations, and susper, 
sion of alienation. 


Ch. 98: Empowers court to authorip 
personal representative to carry on & 
cedent’s business, other than partnershi 
for such time as determined by cour, 
subject to right of interested party 
seek limitation or termination of ap. 
thority. 

Ch. 347: Permits banking institution 
(other than savings banks, see Ch. 13) 
to pay deposits to beneficiary of account 
in name of A in trust for B, on death 
of A. 


Ch, 254: Clarifies provisions relating 
to title to escheat property, and estab 
lishes procedure respecting administrs 
tion and distribution of such property. 


WEST VIRGINIA 


S.B. 231: Adopts prudent man rule o 
fiduciary investment up to 35% of valu 
of fund, specifically including investment 
company shares. 


S.B. 316: Bars nonresident corpora. 
tions as well as individuals from ap- 
pointment as executor, administrator, 
curator, guardian or committee. 

H.B. 420: Provides that claims for 
funeral expenses shall be made and de- 
termined in same manner as other claims. 
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bility of a program of gifts is explored. 
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Spougy The use of life insurance and its arrange- 


CURRENT LITERATURE 


ath an ment to meet the tax burden is next dis- 
time tj N O T E S cussed, followed by discussion of the stock 

redemption technique. The special prob- 
sharing lems of unincorporated business interests 
statute Books ARTICLES are also analyzed. Detailed suggestions 
terest; for drafting of wills bequeathing business 


Estate Plans 
Life Insurance Plans 


Case Study of Stock Redemptions 
under Sections 302 and 318 of 
New Code 
SYDNEY C. WINTON and ARNOLD J. 


HOFFMAN. Tax Law Review, March 1955. 
40 Washington Sq., New York 3; $2. 
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agains 
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interests are offered. Where the decision 
is to dispose of the asset, the choice may 
be merger, liquidation or sale. Some of 
the difficulties of buy-and-sell agreements 
are pointed out, and the pros and cons 
of the entity-type arrangement presented. 


WILLIAM J. CASEY. Institute for Business 
Planning, Inc., 2 W. 13th St., New York 11; 
$36 annually (each). 

These are two recently inaugurated 
loseleaf services, supplemented monthly 
by current notes and a booklet on some 
phase of planning. In a format familiar 
to those who have read any of the noted 
guthor’s many contributions to the liter- 
ature in this field, both services open 
with discussions of fundamental objec- 
tives and programming. “Estate Plans” 
then goes into the problems of valuation, 
liquidity and shrinkage. Next come the 
specific (and extremely valuable) sug- 
gstions for planning gifts (including 
charitable donations), trusts, wills, pow- 
es of appointment, life insurance, em- 


This provocative article lays bare some 
of the dangerous questions lurking in 
the code provisions relating to redemp- 
tion of stock for estate tax purposes 
without being characterized as an income- 
taxable distribution equivalent to a divi- 
dend. Taking a typical situation in which 
the corporation agrees to purchase the 
stock of an owner on his death, the 
authors make comparable analyses of the 
problems raised first where the majority 
stockholder dies first, then when the’ 
minority owner is the first to die. The con- 
clusion seems to be the exercise of ex- 


Shortening a Short Will 


THOMAS S. EDMONDS. Illinois Bar Journal, 
March 1955. 424 S. Second St., Springfield; $1. 
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This brief article, entertainingly writ- 
ten, offers some specific areas in which 
the language of wills can be abbreviated 
without sacrificing clarity. These include 
pecuniary legacies, appointment of suc- 
cessor fiduciaries, the residuary clause, 
and allocation of death taxes. A random 
check of five wills (without trusts) dis- 
closed from 12 to 36% useless words. 
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ployee benefits, and business interests. 
There is a well balanced discussion on 
the choice of fiduciaries, followed by use- 
ful checklists and specimen plans. 


"elating 
estab. 
inistra- 
erty. 
“Life Insurance Plans” of course takes 
up the place of insurance in planning 
the estate. It also deals with insurance 
ina corporate set-up (here some very 
practical suggestions), partnerships and 
sle proprietorships, as well as key man 
coverage. The use of a life insurance 
trust, with a neat plan for building an 
etate for grandchildren without tying 
up capital, is developed. The function of 
insurance in employee benefit planning is 
outlined. 


rule of 
f value 
»stment 
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dade These are useful services by one who 


knows what he is writing about. Each 
costs $36 per year. 


| How to Save Estate and Gift Taxes 


J.K. LASSER TAX INSTITUTE and RALPH 
WALLACE. American Research Council, 11 E. 
44th St., New York 17; 310 pp. $5.95. 


Although written primarily for popu- 
lar consumption, this book could be useful 
0 the professional reader either as sug- 
gestive of the kind of approach to clients, 
tas a refresher on estate planning tech- 
liques affected by the 1954 Code, or 
#sa feeder of some novel approaches to 
lax planning. The first hundred pages 
vutline 25 tax-saving ideas. These are 
followed by general discussions of the 
‘state and gift taxes and then the authors 
turn to the standard tax saving 
tethods—a voiding the second tax, split- 
ing estates, making gifts, etc. The final 
‘ction conveniently groups tax rates, 
Valuation of life estates and remainders, 
‘lculations under past gift tax rates, 
tethods of figuring tax where amount 
ind deuction are interdependent, and a 
tiling on valuation of closely held stock. 
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TATES 


treme caution in making use of what at 
first blush appears to be a salutary 
statute. 


Apportionment of Estate Taxes and 


Conflict of Laws 


EUGENE F. SCOLES. Columbia Law Review, 

March 1955. Morningside Heights, New York 

27; $1.25. 

The increasing frequency of interstate 
assets makes the subject of this com- 


prehensive article most timely. After 


citing the statutory and judicial rules on 
apportionment of estate taxes among the 
beneficiaries, the author sets forth the 
basic local and conflict of laws policies 
applicable to the problem. In the first 
main section, he deals with the law 
governing apportionment of Federal 
estate taxes with respect to immovables 
transferred at death, movables trans- 
ferred at death, taxable inter vivos 
transfers, propert subject to power of 
appointment, and life insurance pro- 
ceeds. In the next division, Professor 
Scoles investigates the question whether 
there is Federal control of conflicts 
problems of apportionment. Then he goes 
into the matter of the enforceability of 
claims based on a foreign apportionment 
statute. Finally, the writer presents his 
answers to the problem through drafting, 
judicial interpretation and legislative re- 
form. 


Estate Planning for the Man with a 
Business 
BERTRAM W. TREMAYNE, Jr. Washington 


University Law Quarterly, Feb. 1955. St. 
Louis; $1.25. 


The author first takes up the planning 
alternatives where the owner of a busi- 
ness interest has decided — on the basis 
of indicated considerations — to retain 
the business in the family. The possi- 


Lewis 
countancy, April; 270 Madison Ave., New 
York 16; 75¢ 


under 1954 Code, by 


The author’s experience and style make 
the reader yearn for more of his sugges- 
tions. 


OTHER ARTICLES 


CPAs and Fiduciary Accounting, by 
L. Tanguy: Journal of Ae- 


Taxation of Estate and Trust Income 
George Craven: 
University of Pennsylvania Law Review, 


March; 3400 Chestnut St., Philadelphia 
4; $1.25 


The Law of Employee Benefit Plans, by 
David Ziskind: Washington University 


Law Quarterly, April; St. Louis; $1.25 


Tax Savings Through Assignment of 
Insurance, by Eugene P. Walsh: Life As- 
sociation News, April; 11 W. 42nd St., 
New York 36; 35¢ 


A A A 
March of the Missing 


Tracers Company of America has pre- 
pared a breakdown covering the classi- 
fication of disappearance cases they have 
handled during the past 31 years. Among 
the classifications reported, the follow- 
ing are selected as being of particular in- 
terest to our readers: 


HEIRS 


Estates over $100,000 
$50,000 to $100,000 
Under $50,000 __. 


WITNESSES to wills _... 
STOCKHOLDERS 


Received over $5,000 
Between $2,000 & $5,000 
Under 32.000" st 152,850 


REAL ESTATE __ 


. 13,146 


1,036 
3,212 
8,898 


5,886 
184,580 








INCOME TAX 


Beneficiary taxable on trust income 
when right accrues, not when distributed. 
Trustee foreclosed trust property and in 
1947 sold the property at loss. In 1948 
state court approved accounting with 
regard to allocation of proceeds to in- 
come and principal. Income allocations 
were then distributed to current income 
beneficiaries. Commissioner assessed de- 
ficiency contending that amounts distrib- 
uted were taxable income to beneficiaries 
in 1948, year of distribution. 


HELD: Commissioner overruled. Ben- 
eficiaries were entitled to income as 
earned and must report such income 
whether distributed or not in such year. 
Accordingly, right to income vested when 
sales were made, not when distribution 
of income allocation was made in later 
year. Since deficiency was assessed for 
wrong year, Tax Court did not decide 
whether proceeds of sale were taxable 
income. Thomas B. Wanamaker, T.C. 
Memo 1955-65, March 21, 1955. 


Surplus trust income considered per- 
manently set aside for charity. Dece- 
dent’s will created trust which provided 
for payment of fixed annuities to 
daughters out of income and/or princi- 
pal, upkeep of real estate and payment 
of fees and commissions. Principal and 
accumulated income were payable to 
charities after death of last surviving 
annuitant. Compromise agreement with 
charitable remaindermen allowed addi- 
tional limited payments to annuitants. 
Trustee paid tax on trust income not 
distributea to annuitants. Subsequently, 
claim for refund was filed claiming that 
undistributed trust income was deduct- 
ible as permanently set aside for chari- 
table purposes under Sec. 162(a) of 1939 
Code. 


HELD: Refund granted. Life expect- 
ancy of annuitants was short. Substan- 
tial earnings for past years had been 
accumulated. The earning history of the 
trust was such as to assure that current 
earnings would exceed disbursements. 
Though there is legal power to use ac- 
cumulations for distributions to annui- 
tants, court held that, for practical pur- 
poses, surplus income would not be dis- 
tributed. Accordingly, such income is 
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permanently set aside for charity and 
is currently deductible by trust. Prior 
decision holding to contrary was not 
considered collateral estoppel because of 
changed facts and development of legal 
principles. Boston Safe Deposit and 
Trust Co. v. United States, D.C.D. Mass., 
March 18, 1955. 


Trust income was not considered as 
paid or credited to beneficiary. Partners 
transferred partnership interests to 
trustee as limited partner for children- 
beneficiaries. Partnership income was 
credited on books of partnership to each 
beneficiary. However, actual payments 
of income were made to trustee. Funds 
were deposited in trust account, subject 
to withdrawal only upon signature of 
trustee. Trust agreement gave trustee 
discretion to distribute income to bene- 
ficiaries. In taxable year, trustee treated 
trust income as distributable income tax- 
able to beneficiaries under Sec. 162(c) 
of 1939 Code. Trustee filed claim for 
refund of deficiency paid based on Com- 
missioner’s contention that all trust in- 
come was taxable to trust. 


HELD: Refund denied. Income paid or 
credited to beneficiary so as to be de- 
ductible by trust and taxable to benefi- 
ciary must be unconditionally credited 
and subject to beneficiary’s demand. Un- 
der trust agreement beneficiaries had 
no right to income until paid. In tax- 
able year, trustee did not make any in- 
come available to beneficiaries. Fact that 
partnership books credited income di- 
rectly to beneficiaries was not an un- 
conditional credit or payment by trustee. 
Trustee, not beneficiaries, was partner. 
Neither trustee nor beneficiaries had 
power to draw checks on partnership. 
When partnership funds were actually 
distributed, payments were made to 
trustee and deposited in trust account. 
No credit was made by trustee to bene- 
ficiaries to allow deduction of such 
amount from trust income. Grant v. Nic- 
holas, D.C.D. Colo., Jan. 6, 1955. 


Wife liable for husband’s income taxes 
as transferee of endowment policy. Com- 
missioner instituted proceeding against 
taxpayer to recover unpaid income tax 
deficiencies of husband. Basis of pro- 
ceeding was transfer of endowment con- 


tract to wife without consideration. Cash 
value of contract at time of assignment 
exceeded total tax deficiencies. Tax Court 
upheld Commissioner, finding that trans- 
fer of endowment contract occurred 
while husband was insolvent and with 
intent to defeat government’s collection 
of taxes. Taxpayer appealed. 


HELD: Affirmed. Tax Court properly 
found that prior attempts to transfer 
contract were ineffective and actual 
transfer occurred when husband was in- 
solvent and with intent to defraud the 
government. Taxpayer’s argument that 
endowment contract was exempt from 
creditor’s claims under Missouri law was 
refuted. Upon review of state law, Court 
of Appeals found that exemption only 
applied until policy matured as claim. 
Under usual life insurance policy death 
is event which matures policy. Same 
rule applies, however, to endowment 
contract which matures during insured’s 
life and was then subject to creditor’s 
claims. Reinecke v. Comm., 8th Cir, 
March 24, 1955. 


Contributions to combination pension 
profit-sharing plan limited. Company’s 
pension plan and profit-sharing plan 
both qualified under Sec. 165 of 1939 
Code. Company instituted suit for re- 
fund of income taxes, contending that 
contributions to employees’ trusts did 
not exceed statutory limit prescribed 
under Sec. 23(p) of 1939 Code. 


HELD: Refund denied. Sec. 23 of 
1939 Code provides that contributions to 
pension trust cannot exceed actuarial 
cost of plan and contributions to profit- 
sharing trust cannot exceed 15% of com- 
pensation. Contributions to each trust 
must qualify under these rules and, ad- 
ditionally, total contributions to both 
plans cannot exceed 25% of compensa- 
tion. Fact that total contributions do 
not exceed 25% limitation does not allow 
their deductibility unless limitations for 
each trust are also met. The Parker Pen 
Co. v. Kuhl, D.C.E.D., Wis., Jan. 31, 1955. 


ESTATE TAX 


Property received under joint will con- 
sidered terminable interests. Decedent 
and wife created joint and reciprocal will 
providing for the survivor to receive the 
entire estate of the first to die. Children 
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were to receive entire joint estate upon 
death of survivor. In addition to prop- 
erty in probate estate, decedent pos- 
sessed life insurance and property joint- 
ly owned with wife. Commissioner as- 
sessed estate tax deficiency disallowing 
marital deduction and contending that 
none of decedent’s property qualified. 


HELD: Commissioner sustained. Sec. 
812 of 1939 Code provides, with certain 
exceptions, that terminable interests, 
those which vest in others after death 
of wife, do not qualify for marital de- 
duction. Under Nebraska law effect of 
mutual will was to give wife life inter- 
est in entire joint estate with limited 
power to invade for her comfort and 
support. Under this rule, all interests 
passing to wife, including insurance and 
jointly owned property interests, were 
terminable interests under Sec. 812(e) 
of 1939 Code and do not qualify for 
marital deduction. Estate of Gust M. 
Peterson, 23 T.C. No. 126, March 14, 1955. 


Value of contingent transfer to char- 
ity includible in decedent’s estate. Dece- 
dent, during lifetime, created trust pro- 
viding for income to be paid to hospital, 
to be used for the care of descendants of 
decedent’s parents. Any excess in any 
one year could be accumulated or used 
for hospital purposes as hospital might 
decide. Commissioner included value of 
trust in decedent’s gross estate, contend- 
ing that trust violated rule against per- 
petuities and was part of decedent’s 
gross estate. Administratrix claimed re- 
fund contending that trust could be de- 
ducted from gross estate as charitable 
transfer under Sec. 812(d) of 1939 Code. 
District Court denied refund. Trust was 
void and reverted to decedent’s estate 
because of violation of rule against per- 
petuities. Case does not come within 
tule that charitable purpose stands even 
though non-charitable purpose is de- 
clared void. Primary purpose of trust was 
to provide care for descendants. Since 
the charitable purpose is only incidental 
and contingent, it falls with the trust. 
Trust property is included in full in 
decedent’s gross estate. 


HELD: Affirmed per curiam on opin- 
ion of District Court. Brennan v. United 
States, 2d Cir., March 30, 1955. 


Trust included in gross estate where 
power to alter and amend reserved. De- 
cedent created trust in 1925, reserving 
right to alter, amend or revoke. In 1937, 
trust was amended so as to be irrevoc- 
able, but otherwise it was ratified and 
confirmed. Upon decedent’s death, Com- 
missioner included value of trust in de- 
cedent’s gross estate, contending that 
decedent retained power to alter and 
amend, taxable under Sec. 811(d) of 
1939 Code, even though he had released 
his right to revoke. Executor appealed 
Tax Court’s decision sustaining Com- 
missioner, 


HELD: Affirmed. Decedent retained 
power to alter and amend after his re- 
lease of power to revoke. Though reten- 
tion of powers of modification might 
have allowed decedent to change benefi- 
ciary and effect an indirect revocation, 
irrevocability of trust does not eliminate 
power to alter and amend. Fact that de- 
cedent paid gift tax does not clearly 
reflect his intention to release 2'l pow- 
ers, since law at that time was uncer- 
tain regarding time when gift in trust 
became complete. Rhode Island Hospital 
Trust Co. v. Comm., 1st Cir., March 10, 
1955. 


Value of charitable remainder not de- 
ductible where standard of invasion dis- 
cretionary. Decedent’s will created trust 
providing for income payments to sis- 
ter with remainder to charity. Trustee 
had power to invade principal “if it 
shall deem wise.” Executor instituted 
suit to recover estate taxes paid upon 
disallowance of charitable deduction for 
trust remainder. 


HELD: Refund denied. Value of 
charitable remainder subject to power 
of invasion cannot be determined unless 
power is subject to fixed standard. 
Where trustee has complete discretion, 
as here, such value cannot be determined. 
Evidence regarding remoteness of pos- 
sibility of invasion is not material where 
invasion is subject to discretionary power. 
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United States, D.C.D. Mass., March 14, 
1955. 


Beneficiary’s contingent right to trust 
income did not reduce value of charitable 
deduction. Decedent’s will created trust 
for charity providing for payment of in- 
come, if needed, to certain primary and 
contingent beneficiaries. In determining 
value of charitable deduction for estate 
tax purposes, Commissioner deducted 
value of life estates to beneficiaries. Ex- 
ecutor instituted suit for refund of es- 
tate tax paid. 


HELD: Refund allowed, in part. Char- 
itable deduction will not be reduced be- 
cause of possibility of invasion if stand- 
ard of invasion is fixed and possibility 
of invasion is remote. Possibility of 
invasion was remote as to two benefici- 
aries, but not remote for the third. Ac- 
cordingly, deduction is allowed for 
value of charitable bequest reduced by 
value of life expectancy of third bene- 
ficiary. Gilfillan v. Kelm, D.C.D. Minn., 
Feb. 9, 1955. 


REVENUE RULINGS 


Income Tax: Deductibility of attor- 
ney’s fees and administration expenses 
by executor. Service rules that executor 
cannot deduct from his personal return 
attorney’s fees and administration ex- 
penses incurred in connection with es- 
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tate administration. Such payments are 
deductible under Sec. 23(a)(2) of 1939 
Code in income tax return of estate, but 
only if such expenses are not deducted 
for estate tax purposes Rev. Rul. 55-190, 
ILLR.B. 1955-14, p. 16. 


Income Tax: Fiduciary return re- 
quired where trust income taxable to 
grantor. In situation where all of trust 
income is taxable to grantor, fiduciary 
return, Form 1041, must still be filed by 
trustee. Income taxable to grantor 
should not be reported on return but 
should be shown on separate statement 
attached to return. Additionally, trustee 
should also attach statement indicating 
basis for considering trust income tax- 
able to grantor. Spec. Rul., Mar. 9, 1955. 


Income Tax: Capital gain results 
from trust distribution of installment 
obligation. Trust received cash and in- 
stallment obligations upon sale of prop- 
erty. Gain on sale was reported by trust 
on installment method. Installment ob- 
ligations were distributed to beneficiary 
on termination of trust. Service rules 
that such trust distribution is consid- 
ered disposition of installment obliga- 
tion under Sec. 44(d) of 1939 Code, ac- 
celerating capital gains tax. Resulting 
capital gains are deductible by trust and 
taxable to beneficiary. Gain is difference 
between basis of obligation and fair 
market value of obligation at time of 
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distribution. Rev. Rul. 55-159, I.R.B., 
1955-12, p. 18. 
Estate Tax: Non-resident  alien’s 


funds in safe deposit box are subject to 
estate tax. Decedent was a non-resident 
alien who was not engaged in business 
in the United States. At death, he pos- 
sessed funds in safe deposit box located 
in United States bank. Service rules that 
such funds are includible in gross estate 
for Federal estate tax purposes as prop- 
erty within the United States. Exemp- 
tion for monies deposited with United 
States bank under Sec. 863(b) of 1939 
Code does not apply to funds held in 
safe deposit box. Rev. Rul. 55-143, I.R.B., 
1955-11, p. 28. 


Income Tax: Service rules on tax 
effects of non-trusteed insurance plan. 
Employer created benefit plan for em- 
ployees through purchase of group term 
life insurance in combination with group 
annuity contracts. Plan provided for re- 
tirement income and death benefits. 
Service rules that life insurance pre- 
miums are deductible by employer as 
ordinary business expense and not tax- 
able to employees under regular rules 
governing group term insurance. Death 
benefits payable to employees by reason 
of death before retirement are excluded 
from gross income as life insurance under 
Sec. 22(b)(1)(A) of 1939 Code. Those 
death benefits payable from the annuity 
portion of the contract are taxable as 
if employee survived under Reg. 118, 
Sec. 39.22(b)(2)-5. To the extent em- 
ployee had forfeitable interest in pay- 
ments from annuity portion, only pay- 
ments in excess of $5,000 will be tax- 
able under Sec. 22(b)(1)(B) of 1939 
Code. Rev. Rul. 55-193, ILR.B. 1955-14, 
p; F2. 


Income Tax: Full vesting is required 
upon employee’s discontinuing contribu- 
tions to pension or profit-sharing trust. 
Service rules that in order for pension 
or profit-sharing trust to qualify under 
Sec. 401 of 1954 Code, plan must not 
discriminate in favor of shareholders, 
officers, etc. Plan must provide that, in 


event of employer’s discontinuance of 
contributions, employees’ rights mus 
become fully vested, similar to provi. 
sions in case of actual termination of 
plan. Rev. Rul. 55-186, I.R.B. 1955-14, 8, 


Estate Tax: Transfer certificate re. 
fund units for estate tax purposes igs 
determined. Non-resident decedent cre. 
ated revocable trust with New York 
trust company. Trustee invested in com. 
mon trust fund units. United States— 
United Kingdom Death Tax Convention 
does not cover this type property. Ac. 
cordingly, under United States law, it is 
held that situs of participating units is 
in United States. Rev. Rul. 55-163, I.R.B. 
1955-12, p. 25. 


Estate Tax: Transfer certificate re. 
quired for non-resident’s funds held 
jointly. Bank had on deposit funds held 
by non-resident decedent and his wife 
jointly with right of survivorship. Under 
Reg. 105, Sec. 81.62, certificates allow- 
ing for the transfer of such property 
will be issued when estate tax has been 
fully paid or provided for. This require- 
ment is eliminated when property is 
under control of executor or administra- 
tor qualified in United States. Service 
rules that bank must receive certificate 
of transfer before removal of jointly 
held deposit even though executor has 
been appointed, since jointly held prop- 
erty passes directly to survivor and is 
not under control of executor. Rev. Rul. 
55-160, I.R.B., 1955-12, p. 18. 


A A A 
ESTATE PLANNING AND EDUCATION 


The economic advantages of educa- 
tional philanthropy are graphically de- 
picted in the 1955 edition of “Estate 
Planning and Education,” published last 
month by Pomona College, Claremont, 
Calif. It cites California estate and gift 
taxes and the appropriate sections of 
the Federal 1954 Internal Revenue Code. 
The attractive 60-page booklet also has 
many useful tables relating to the costs 
in taxes and fees of various methods 
of making donations, including annuity 
and life income contracts. 
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RECENT FIDUCIARY DECISIONS 


CHARITABLE BEQUESTS Codici! 
Executed with 30 Days of Death 
Does Not Nullify Bequest to Char- 
ity in Will 


California—District Court of Appeal 

Estate of Herbert, 131 A.C.A. 805 (March 21, 

1955). 

In 1950 Herbert made his will, leav- 
ing $10,000 to Rose Herbert and the re- 
mainder to Motion Picture Relief Fund, 
Inc., a charitable corporation. In 1952, 
he executed a codicil giving contents of 
asafe deposit box to Flynn. Herbert died 
within 30 days after executing the codi- 
cil. He left only collateral relatives as 
heirs. Appellant, a brother, contended 
the codicil, having the effect of repub- 
lishing the will (Calif. Probate Code 
Section 25), and having been executed 
within 30 days before the death of the 
decedent (Section 41), nullified the gift 
to charity. 

HELD: Decree upholding will and 
codicil affirmed. Codicil did not change 
terms of will as to charitable bequest 
except to cut it down somewhat. Resid- 
ual bequest to charity was accordingly 
not republished by the codicil, and the 
will itself having been executed more 
than six months before the testator’s 
death (Section 43) was valid. 


CLaims — Lapsed Devise Charged to 
Pay General Legacies 


New York—Surrogate’s Court, Westchester Co. 
Matter of Englese, N.Y.L.J., March 23, 1955. 


Real property was specifically devised 
to three nephews, one of whom prede- 
ceased the testator. The general lega- 
ties exceeded the personalty. By statute 
the three devisees were tenants in com- 
mon and the one-third interest which 
lapsed fell into the residue. (R.P.L. Sec. 
66; D.E.L. See. 14.) Also by statute, 
general legacies are chargeable against 
realty unless it be specifically devised 
or there be a contrary direction in the 
will. (D.E.L. Sec. 47-d.) The will con- 
tained no such contrary direction. 


HELD: The lapsed undivided one-third 
interest is not a specific devise and is 
part of the residue and is therefore 
chargeable to pay the general legacies. 


COMPENSATION — Trustee Who is 
Succeeded by Another as Trustee 
of Appointed Continuing Trust is 
Entitled to Paying Commissions 
New York—Supreme Court, New York County, 

Special Term, Part I 


Matter of Guaranty Trust Co. 


(Ryan), 
N.Y.L.J., April 19, 1955. 


The settlor reserved a testamentary 


bower to appoint the corpus. An indi- 
Vidual and a trust company were trus- 


May 1955 


tees. The settlor appointed the corpus to 
another individual and the same trust 
company upon a further trust. Contend- 
ing that the initial trust and the ap- 
pointed trust were components of one 
and the same trust, the appointed new 
individual trustee objected to the allow- 
ance of paying out commissions to the 
original individual trustee. 


HELD: The original individual trus- 
tee completed his duties on the turn-over 
to the trustees of the appointed trust 
and thus became entitled to the com- 
missions in question. This is not only 
settled case law, but is supported by the 
wording of the testamentary appoint- 
ment and an order in a prior proceeding. 


GUARDIANSHIP — Conservator May 
Not Vary Property of Ward to 
Change Succession to Property 


Massachusetts—Supreme Judicial Court 

Flanagan v. Babineau, 1955 A.S. 267; March 

9, 1955. 

The will devised certain real estate to 
trustees to pay the income to certain 
persons for life, remainder to St. Mary’s 
Church. The residuary legatee under the 
will was the organization of the Grey 
Nuns. When the will was drawn the real 
estate was subject to two mortgages held 
by a bank. In 1947 a conservator was 
appointed for the testatrix. He found 
that she was paying 5% interest on the 
mortgages while there was on deposit 
in a savings bank, drawing only 2% in- 
terest, more than enough to pay the 
mortgages. Accordingly he paid off the 
mortgages, taking an assignment of the 
mortgages to the ward, together with the 
notes. The question was whether these 
mortgages and notes remained personal 
property of the ward and passed to the 
residuary legatee, or whether there was 
a merger of the mortgages and the equity 
of redemption so that the real estate 
passed to the trust free and clear. 


HELD: The mortgages remained per- 


sonal property and passed to the residu- 
ary legatee. There was no merger. The 
question whether or not there is a merger 
when the owner of the equity takes an 
assignment of a mortgage is wholly a 
question of intention. The conservator 
did not have title to the ward’s property. 
His authority to use it was limited -to 
her necessities. The rule is that a guar- 
dian or conservator should not vary or 
change the property of the ward so as 
to effect an alteration in the succession 
to it. To say there was a merger would 
be to change the ultimate disposition of 
the ward’s estate. 


Joint TENANCY — Delivery of De- 
posit Book as Gift Causa Mortis 


Virginia—Supreme Court of Appeals 
King v. Merryman, 86 S.E. 2d 141. 


Dodson directed the bank to change a 
savings account then in his name and 
owned solely by him into the name of 
himself and a daughter “subject to check 
of either of us or the survivor.” This was 
done. Shortly before his death two years 
later, he delivered the savings account 
book to this daughter. Upon his death, 
this daughter claimed the deposit was 
hers both because of the change in the 
form of the account and because his de- 
livery of the book to her constituted a 
gift causa mortis. 


HELD: The deposit did not belong to 
the daughter but was a part of Dodson’s 
estate. The evidence did not show a gift 
causa mortis. 


“In the absence of such statutory pre- 
sumptions, we adhere to the rule that 
when a person deposits his money in bank 
to the credit of himself and another, pay- 
able to the order of either, or the survivor 
of them, the rights and interests of the 
depositors as between themselves are de- 
pendent upon the question whether the 
owner of the money intended to make a 
gift to the other, or whether the account 
was entered in joint form in accordance 
with a contract or for other purposes.” 
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JuRIsDICTION — Orphans’ Court Has 


Exclusive Jurisdiction of in Rem 
Proceeding 


Pennsylvania—Supreme Court 
Craig Estate, 379 Pa. 157. 


The executor of a wife’s estate and of 
her husband’s estate was the same indi- 
vidual. At the accounting in the wife’s 
estate in the Orphans’ Court, her benefi- 
ciaries contended the husband’s estate 
owed the wife’s estate various sums which 
were not shown in the wife’s accounting. 
The Court dismissed the claim and con- 
firmed the account. The beneficiaries then 
sued the executor in the federal court for 
an accounting of the monies due from the 
husband’s estate. The executor obtained 
from the Orphans’ Court an order re- 
straining the beneficiaries from proceed- 
ing in the federal court. The beneficiar- 
ies appealed from the restraining order 
of the Orphans’ Court. 


HELD: Affirmed. The concurrent jur- 
isdiction of a federal or Common Pleas 
court with the Orphans’ Court in pro- 
ceedings in personam is distinct from 
the exclusive jurisdiction of the Orphans’ 
Court to settle a decedent’s estate which 
is a proceeding in rem. The fact that the 
same fiduciary, appointed by the respec- 
tive decedents, is representing both es- 
tates presents no obstacle to the parties 
in interest in prosecuting claims against 
the estate of either decedent. Interested 
parties may upon application to the 
court use the name of the fiduciary in 
proceeding against such fiduciary. The 
court may also in its discretion remove 
a fiduciary in such a situation. 


PowErRS — Limitations — Deviation 
by Invasion of Trust Principal Dis- 
allowed 


California—District Court of Appeal 


Leonardini v. Wells Fargo Bank and Union 
Trust Co., 131 A.C.A. 8 (Feb. 21, 1955). 


A trust under the will of Lopez gave 
the net income to Mrs. Leonardini for 
life, this portion of the trust being sub- 
ject to spendthrift provisions, and pro- 
vided that at her death all the property 
“shall then go to [her son] Bradford E. 
Parrish or his heirs.” In this proceeding 
Mrs. Leonardini sought to invade the 
corpus of the trust by paying her a 
monthly income in excess of the trust 
income and by paying to her son a 
monthly income prior to her death. At 
the trial the proceeding as to Mrs. Leon- 
ardini was voluntarily dismissed. A guar- 
dian was appointed to represent the in- 
terests of Bradford’s unborn children in 
the remainder. Although the guardian 
joined in the answer of the trustee in 
opposing invasion, at the trial she joined 
with the plaintiff in consenting to it. It 
was found that Bradford had sustained 
some serious injuries following the death 
of Lopez. From a decree refusing to 
permit invasion, Bradford appealed. 


HELD: Affirmed. The interest of 
Bradford was vested but defeasible and 
his heirs would take not by descent but 
by purchase. Power of ordering devia- 
tion is limited, to be exercised sparingly. 
Where rights of residuary beneficiaries 
may be adversely affected, modification 
is not permissible unless all consent. To 
permit invasion would be contrary to 
Mrs. Leonardini’s interests, whom the 





RELY ON US 


for unexcelled experience, facilities and 


service to expedite your estate transactions 


in Kentucky. 


CITIZENS 
FIDELITY 


Since 1858... Kentucky's Leading Bank 





BANK & TRUST CO. 


EO UFrS VALLE 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 


testator evidently most desired to pro. 
tect. Bradford’s taking was subject t 
condition of survival, his heirs, includ. 
ing possible unborn issue, having an jp. 
terest in corpus. Duty of guardian was 
to protect interest of her wards. She 
had no power to consent to an act ad. 
verse to their interests. 


POWERS OF APPOINTMENT — Exer. 
cise by Residuary Clause — In. 
vasion of Principal Improper 


Texas—Court of Civil Appeals 


Republic National Bank of Dallas v. Fredericks, 
274 S.W. 2d 431. 


Testator’s will provided that the resi- 
due of his estate was to be held in trust, 
invested in “good safe securities,” and 
the income from the trust estate was to 
be paid equally to his son and daughter 
during their lives. Testator in his will 
wished that his children “both be at all 
times self sustaining by their own efforts 
independently of my bounty and te this 
end I direct my said trustee to not aé- 
vance to either or both of my said chil- 
dren, any monthly payment or payments 
due under this trust, for any part of the 
principal, nor shall my said children 
anticipate any payment or payments due 
hereunder; provided, however, that in 
case of serious illness the said Truste 
may, if, in its sole discretion, it deems 
the cause sufficient, advance payments 
for said purposes only.” 


The will further provided that upon the 
death of either son or daughter, without 
issue, the survivor was to receive the 
whole income; and upon the death of 
both the son and daughter, without issue 
of either, the trust estate was to be dis- 
tributed ‘as follows: 


(1) % to a charitable institution, 


(2) % to “legatees and devisees” of 
son, or to his heirs-at-law if no 
will, 

(3) % to “legatees or devisees” off 
daughter, or to her heirs-at-law if 
no will. 

Testator died in 1938; his son died 
testate in 1944 without issue; and his 
daughter was still living. The son’s will 
gave to his wife, “all the property... 
that I may die seized and possessed of 

. in fee simple to manage, control, 

mortgage, sell and dispose of as she 
may wish or see proper.” No reference 
was made to his father’s will or to the 
trust estate. 


Since the death of testator’s son, the 
trustee has paid testator’s daughter all 
income of the trust estate, and in addi- 
tion has advanced to her substantial 
amounts of the corpus on account of re 
currences of serious illness, 


Two issues were raised: 


(1) Was the trustee authorized to 
advance portions of the corpus to testa- 
tor’s daughter? (2) Was the will of 
testator’s son sufficient to bring his wife 
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within the phrase “legatees or devisees” 
yas to entitle her to %th of corpus upon 
distribution? 


HELD: (1) Neither expressly nor by 
implication was the trustee authorized to 
resort to the principal “in case of serious 
ness.” The advance “payments” in 
went of illness referred only to advances 
yf income. To the daughter’s contention 
that the advancements under the will 
wuld not be chargeable to income, for 
the trustee was required to pay over the 
income each month, the Court answered: 
“A trustee, within reasonable limits, has, 
ipso facto, the right to hold or accumulate 
income for future contingencies.” Even 
though the instrument creating the trust 
ntains language provided for the dis- 
tribution of the whole income, the ac- 
aumulation could be made for such emer- 
gencies. 


(2) “The rule adopted by the courts 
wems to be that there are three classes 
of cases in which it may be said that 
the power has been executed: 
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because the donee died without property 
other than that in trust. Consequently, 
unless the will exercised the power, it 
“would have no operation.” In such cir- 
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ontrol, SEAL PROPERTY — Notation on Deed 
_—~ Did Not Reduce Fee to Life Estate 
erence Indiana—Appellate Court 

to the Ferguson v. Mix, 123 N.E. 2d 909. 

The heirs at law of Leona Ferguson, 
mn, the Bho died intestate the alleged owner of 
ter all Bthe land in question, brought an action 
_addi- § quiet their title thereto against de- 
rantial B fendants who claimed to have acquired 
of re- Btitle thereto upon the intestate’s death. 

The defendant, Henry C. Woods, claimed 
he furnished the purchase money for the 
Ptoperty when Leona Ferguson acquired 
red tom. . 
snaieel It in 1937, and the purchase money 
: Served ideration f urported 
“ll of ed as consideration for a purporte 
5 wilt ’reement that appeared at the bottom 
of the deed immediately following the 
STATES 
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grantor’s signature and acknowledgment. 
It read as follows: “It is agreed and 
understood that in case of the death of 
Leona Ferguson the above property will 
revert back to Henry C. Woods.” Judg- 
ment quieting title in defendants was 
rendered by the trial court. 


HELD: Reversed and new trial order- 
ed. The principles of law pertaining to 
reversion of estate in real property had 
no application since the defendant Woods 
never had any previous interest in the 
land involved. Neither did the words 
quoted operate to divert the fee simple 
into a life estate. Any words so intro- 
duced into a deed after words of con- 
veyance and warranty, in order to so 
limit the estate, must be apt words for 
the purpose, so that, when taken in con- 
nection with the granting words of the 
deed, the meaning will be clear and ir- 
resistible that a life estate only was in- 
tended. Furthermore, in order for de- 
fendant to quiet an equitable title de- 
rived through a resulting trust, proof 
of a trust agreement made either be- 
fore or at the time of the execution of 
the conveyance is absolutely necessary. 


REAL PROPERTY — Devisees Take 
Subject to Encumbrances 


Washington—Supreme Court 

In re Robinson’s Estate, 146 Wash. Dec. 280, 

280 P. 2d 676. 

Testator devised certain real property 
to his daughter, Helen, together with a 
real estate contract with Leo Krembs 
and wife as buyers—“This provision for 
and to my daughter is limited to the 
unpaid balance, if any, of said contract 
at time of my demise.” The residue of 
the estate was left to testator’s son. At 
the time of making the will, the testator 


did not own fee title to the real estate 
devised to Helen. He had purchased it 
on contract from Kenneth Fry. At the 
time of testator’s death the unpaid bal- 
ance of the Krembs contract was $5,300. 
The unpaid balance on the Fry contract 
was $2,887. The court ordered the execu- 
tor to pay Helen the amount of the un- 
paid balance of the Krembs contract, 
less the $2,887 due on the Fry contract 
for the purchase price of the real estate. 
Helen appealed. 


HELD: Affirmed. A testator is pre- 
sumed to have knowledge of his title 
to real estate. Where a testator owns 
only a partial interest, the language of 
the will will be construed that he in- 
tended to give only the interest he was 
able to dispose of. When he made his 
will, the testator knew that he could 
not deliver title to Krembs until he paid 
the Fry contract in full. The Fry con- 
tract was a charge against the legacy, 
which was deductible by law. R.C.W. 11. 
12.070 relating to wills provides in part 
“*** the devises and legacies therein 
contained shall pass and take effect, 
subject to such charge or encumbrance.” 


REVOCATION — Will Providing for 
Future Wife Revoked by Marriage 


California—Supreme Court 
Estate of Poisl, 44 A.C. 171 (March 15, 1955). 


Poisl’s will, made December 10, 1950, 
recited he was unmarried. He left cer- 
tain property to nieces and nephews and 
a residence and contents to Emma Black- 
burn. The residue was left to two ne- 
phews. Poisl and Emma Blackburn were 
married July 18, 1951. He died June 16, 
1952. The question was whether the will 
was revoked as to Emma under Calif. 
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Probate Code Section 70, providing that 
where a person marries after making a 
will, the will is revoked as to the spouse 
unless provision is made for the spouse 
by marriage contract or by the will, or 
in some way mentioned to show an in- 
tention not to make provision. 


HELD: Reversing Superior Court and 
setting aside the decision of the Dis- 
trict Court of Appeal, recital in will that 
testator intentionally omitted to pro- 
vide for his heirs was insufficient men- 
tion of Emma to show intention not to 
make provision for her. Effect of the 
case is that contemplation of future 
marriage must appear on the face of the 
will in order to prevent revocation. 


SUCCESSOR FIDUCIARY — Corporate 
Trustee’s Application to Resign 
Denied 


New York—Appellate Division, 1st Dept. 
Matter of Wacht, 137 N.Y.S. 2d 876. 


Since 1933 the corporate trustee, with 
individual trustees, had been adminis- 
tering a trust composed entirely of 
realty. The will directed that a majority 
of the trustees should control investment 
policy. The corporate trustee’s advice to 
sell some of the realty was opposed by 
all the individual trustees. The corporate 
trustee’s compensation was less than the 
legal maximum. It applied for leave to 
resign, being willing to forfeit some of its 
commissions. On appeal from an order 
denying its application, it was 


HELD: The corporate trustee may not 
resign, but may renew its application 
if another trust company with compar- 
able facilities be ready to serve in its 
place, for full statutory commissions. 
Efficient administration of the trust re- 
quires the continued service of the cor- 
porate trustee. Its position is not un- 
tenable or without value to the trust; nor 
imposes on it extra burdens or responsi- 
bility. On the contrary, its minority posi- 
tion tends to reduce its responsibility. 

Two justices dissented, observing that 
the corporate trustee had served during 
a difficult period and should not be held 
in perpetuum as trustee particularly be- 
cause of its minority position. 


TAXATION — Estate & Inheritance — 
“Trustee” Savings Accounts are Re- 
vocable and Taxable. 


California—District Court of Appeal 

Estate of Goldfader, 131 A.C.A. 652 (March 

15, 1955). 

Goldfader’s will left a substantial es- 
tate to his son. In addition he had open- 
ed various savings and loan accounts in 
his name as “trustee” for his son, who 
was an adult. The Superior Court held 
that the funds were subject to inheri- 
tance tax. 


HELD: Affirmed. The trust accounts 
were intended as a gift by the decedent 
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to the son and the decedent had control 
of the investment of the funds, and the 
son never at any time had possession or 
custody. 


Note: The lower court’s finding that 
the trusts were revocable would seem to 
be supported by Civil Code Section 2280, 
providing that irrevocability of a trust 
must be expressly provided for in the 
instrument creating the trust. Here ap- 
parently there was no instrument cre- 
ating the trust other than whatever 
agreements were signed evidencing the 
deposits. 


TERMINATION — Trust Created Al- 
though “Trust” Not Used — Ter- 
mination Decreed Where Impos- 
sible of Fulfilment Because of Fric- 
tion 

Massachusetts—Supreme Judicial Court 
Gordon v. Gordon, 1955 A.S. 49; Feb. 7, 1955. 


Testatrix had five daughters and one 
son. By her will she expressed the wish 
that the family home remain intact, and 
that any of the children be allowed to 
stay there when they wished, and for 
that reason she devised the home and its 
furnishing to two of them, Minerva and 
Harold, with the provision that if they 
should decide to sell and live elsewhere 
the home should be sold and the proceeds 
be divided among the six children in 
accordance with the residuary clause, and 
the household effects be divided among 
them. The residuary clause gave the 
residue to the children equally. 


When the testatrix died in 1948 Harold 
and Minerva lived in the home, both 
unmarried. The others were married. 
Harold married a year later. Then both 
moved away and no one of the children 
lived there after the fall of 1950. Minerva 
wanted to sell, but Harold wanted to keep 
it for a future home. After the mother 
died a sharp cleavage developed in the 
family over the father’s estate, with 
much bitterness. 


The proceedings in this case were a 
petition for a declaratory judgment by 
Minerva and three of the sisters. 


HELD: The clause created a trust, and 
its terms were valid, even though the 
word trust did not appear and Minerva 
and Harold were not called trustees. 


The findings of fact showed that the 
maintenance of the home as a place for 
the children to stay had become substan- 
tially impossible of fulfilment, and an 
order should be issued terminating the 
trust. 


WILLs — Construction — Court Sup- 
plies Missing Provision for Re- 
mainder of Trust 

Wisconsin—Supreme Court 
Will of Schneider, 268 Wis. 610. 
Testator devised real estate and per- 
sonal property appraised at $20,750 to 


his son, Louis, and devised his home ty 
his daughter, Janet. The residue of his 
estate was bequeathed to a trust for 
five years, the income to Janet. Proyvi. 
sion was made for distribution of the 
corpus to Janet’s husband and childrey 
if Janet failed to survive the five years, 
However, no provision was made for , 
distribution in the event that Janet sur. 
vived the five year period of the trust. 


HELD: In cases-where a doubt exists, 
construction will be adopted to support 
and give effect to a will rather than de. 
feat it. Testator is presumed to have 
intended to dispose of all his estate, 
Here, testator made substantial provi. 
sion for his son, Louis. It was testator’s 
intention, therefore, to give the entire 
benefit of the residuary bequest to his 
daughter, or her immediate family, and 
it was clearly implied that she was in- 
tended to receive the residue free from 
trust five years after testator’s death. 
It is the court’s duty to rectify the omis- 
sion by construction. 


WILLS — Construction — Event 


Which Vests Contingent Bequest 


Iilinois—Appellate Court 
Costello v. Warnisher, 4 Ill. App. 2d 571. 


Will created a trust of closely held 
stock with provision that: “At any time 
after my death, and upon the written 
request of all of my children who are 
living and under no legal disability when 
such request is made, the trustees shall 
sell and dispose of said stock and pay 
the proceeds thereof per stirpes to my 
descendants who are then living.” 


The decedent’s last surviving child, 
who had no descendants, requested sale 
of the stock and the trustee negotiated 
a sale agreement providing for a propor- 
tionately small payment immediately 
with the balance to be paid within ninety 
days of the entry of a court decree ap- 
proving the sale. A decree was entered, 
due notice having been given the other 
takers under the will, three children of 
a deceased son. The decedent’s child who 
had requested the sale died ten days after 
the decree was entered. 


After the appeal period had passed, 
the three grandchildren of the decedent 
brought a bill of review to modify the 
original court decree, on the ground that 
no part of the sale proceeds should be 
paid to the estate of the decedent’s last 
surviving child. 


HELD: The share of the decedent’s 
last surviving child was fully vested 
even though final payment was not made 
prior to his death. The decedent did not 
contemplate any extended lapse of time 
between request for sale, sale, and dis 


tribution of the sale proceeds. Treating > ‘ 


the three steps as concurrent, interests § 
in the sale proceeds vested on the date 
request for sale was made. 
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WILLS — Mutual & Contractual — 
Survivor Not Bound as to After 
Acquired Property — Tracing As- 
sets 







Texas—Supreme Court 
Murphy v. Slaton, 273 S.W. (2d) 588. 


B. H. Murphy and Annie E. Murphy 
were husband and wife when in 1928 
they executed “this our last will and 
testament.” Later in the same year B. 
H. died. Annie probated the will, took 
charge of all of the estate and continued 
to use and enjoy the same until her 
death in 1951, and without having mar- 
ried again. The inventory and appraise- 
ment filed by her showed all of his 
property to be community property. 

The probated will “revoked all former 
wills,” but did not designate the will as 
either “joint” or mutual,” Paragraph 1 
read as follows: 




















“Tt is our will and desire that the sur- 
vivor of us, B. H. Murphy or Annie E. 
Murphy, as the case may be, shall, with 
the rights and authority, below given, have 
all the estate of every description, real, 
personal, or mixed, which either or both 
of us may own at our death, to be used, 
enjoyed, occupied and conveyed by such 
survivor for and during his or her lifetime, 
as the case may be, and that upon the 
death of such survivor any of such estate 
then remaining shall be divided among 
the persons following and in the following 
manner, and subject to all the conditions 
and limitations hereinafter to be named. 


















The survivor of the two testators was 
appointed “independent executor or ex- 
ecutrix of this our joint will,” and other 
executors were named to serve upon the 
death of the survivor. 













Two codicils to this will were executed 
by Annie. The 1948 codicil “republished,” 
“reaffirmed” and “ratified,” “said joint 
and mutual will,” and was for the pur- 
pose of “disposing of the property not 
specifically mentioned in said joint and 
mutual will, and such property as has 
been acquired since its execution.” The 
1948 codicil then made devises of real 
property to each of the eight children, 
with the residue of “my property and 
estate” to the eight children, share and 
share alike, under the terms and in ac- 
cordance with the “joint and mutual will 
of myself, Annie E. Murphy and de- 
ceased husband, B. H. Murphy.” 


The 1950 codicil stated: “I desire that 
the adopted children of my daughters 
and sons share the same, in the estate, 
as if they were born to them.” 




















The executors filed a suit for declara- 
tory judgment. 


HELD: The will was a mutual will 
Which is contractual in nature, and Annie 
having probated the will and having 
accepted the benefits thereunder, she was 
estopped to change any of its provisions. 
However, the 1928 will attached only 

to that property by B. H. and Annie at 














May 1955 








the time of B. H.’s death, because Para- 
graph 1 uses language which is directed 
to the estate on hand at the death of the 
first one to die. 


The surviving wife could dispose of 
her individually after-acquired property 
free from the trust created by the joint 
and mutual will. The makers of joint 
and mutual wills have the right to pro- 
vide that all of the property owned by 
the survivor at his death shall pass 
under the terms of their will, but such 
effect should not be given to mutual wills 
unless the intention to do so is plain. 
In the absence of such clearly expressed 
intention the better reasoning supports 
the rule that after-acquired property 
owned by the survivor in his or her 
individual right does not pass. 


As to personal property on hand at 
B. H.’s death, if comingling during An- 
nie’s lifetime prevents tracing, the pre- 
sumption will be indulged in the absence 
of evidence to the contrary, that Annie 
at all times had personal property of the 
value of that owned by the B. H. estate 
and this amount will pass under the 1928 
will. The excess of the personal property, 
except the Series E Government Bonds 
will be presumed to be individual proper- 
ty of Annie and pass under the 1948 and 
1950 codicils. The Series E bonds are 
to pass under the codicils also, subject 
to the rules of Eads v. Mitchell, 143 Tex. 
807, 184 S.W. 2d 828, 158 A.L.R. 470 
(1945). 


Under the 1928 will, upon the death 
of B. H., rights to property became fixed, 
so later adopted children would take no 
part of such estate, but adopted children 
do share in Annie’s estate under the 1948 
codicil as willed in the 1950 codicil. 





WILLs — Probate — Order Admit- 
ting Later Will Automatically Re- 
vokes Probate of Previous Will 


Washington—Supreme Court 


In re Campbell’s Estate, 146 Wash. Dec. 274, 
280 P. 2d 686. 


Two days after decedent’s death, his 
purported last will dated October 31, 
1951 was presented to one of the probate 
judges and admitted to probate. Day, 
named therein as executor, was appoint- 
ed and qualified. The following day, in 
the same court matter, a later will dated 
January 15, 1953 was presented to an- 
other probate judge, admitted to pro- 
bate, and Lurline Maguire, named there- 
in as executrix, was appointed and 
qualified. Maguire filed a petition for 
revocation of Day’s letters testamentary. 
Her petition was denied. She filed an- 
other petition, setting forth the confu- 
sion the apparent dual control of the 
executors under the two wills presented, 
and asked for clarification and instruc- 
tions. An order was entered by a third 
judge revoking Day’s letters testamen- 
tary and establishing the 1953 will as 
the last will. Day appealed. 


HELD: Affirmed. The offering of a 
later will does not constitute a contest 
of a prior will under the probate code. 
The court has inherent authority at any 
time, while an estate is still open, to 
probate a later will. The 1953 will ex- 
pressly revoked all prior wills. The order 
probating the later will established it to 
be the last will and automatically re- 
voked the prior authority for the reason 
that the legislature has provided that 
the order admitting the last will is con- 
clusive as against all the world, except 
for contest or the admission of a still 
later will. Day had no more standing 
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in court after the admission of the later 
will to probate. 


WILLs — Probate — Proof of Undue 
Influence and Execution of Will 


Indiana—Appellate Court 
Ludwick v. Banet, 124 N.E. 2d 214. 


Plaintiff brought this action to con- 
test the will of his mother. His com- 
plaint alleged that the will was invalid 
for the reason that the testatrix did 
not have the necessary testamentary 
capacity; that the will was obtained 
under undue influence; and that the will 
was unduly executed. The jury found 
the will invalid, and judgment was en- 
tered accordingly. 


HELD: Reversed and new trial or- 
dered. There was a complete lack of 
evidence to sustain the jury’s verdict 
that the will was not the voluntary act 
or deed of the testatrix, or that she was 
in anyway induced by unlawful means 
or undue influence to make the will in 
question. Undue influence, in order to 
make a will void, must be directly con- 
nected with its execution and must op- 
erate at the time it is made. It must 
be of such compelling force that it ex- 
presses only the mastering desire of 
another, and not that of the person who 
merely consents to affix his name to the 
instrument. 


On the question of undue execution, 
the burden of proof was on the plaintiff 
since the will in question had been duly 
admitted to probate. The plaintiff failed 
to prove that the testatrix did not ac- 
knowledge her signature to the wit- 
nesses. Had the case been tried on ob- 
jections to probate, the burden would 
have been on the defendant, and the si- 
lence of the record as to acknowledge- 
ment would have been fatal to his case. 


WILLS — Probate — Validity Not 
Affected by Failure of Testator to 
Identify Will and Request Wit- 
nesses to Sign 


Arizona—Supreme Court 
In re Robinette’s Estate. 279 P. (2d) 716. 


Marian Robinette, just before being 
taken to a rest home in 1952, executed 
an instrument purporting to be a will. 
Appellees, who were her cousins, went to 
the homes of the attesting witnesses and 
requested them to come to decedent’s 
residence to sign a paper. To one wit- 
ness she stated she wanted her to wit- 
ness decedent’s signature; and to the 
other, she merely stated she wanted her 
to sign a paper. Neither of the witnesses 
knew the paper was a will at the time 
they signed it. Decedent did not advise 
them of the nature of the instrument 
they were signing, nor did she personally 
request them to sign it. 

Trial court, after hearing the attesting 
witnesses and others, admitted the in- 
strument to probate. The contestants ap- 
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pealed upon the sole ground that the 
attesting witnesses were not requested 
by the testatrix to witness said will. 


HELD: Affirmed. Paragraph 41-102, 
A.C.A., 1939, does not specifically pro- 
vide that subscribing witnesses shall be 
requested by the testator to sign as a 
witness to his will in order to make the 
attestation valid. 


The Court commented that legislation 
amending the statute to require testator 
not only to request attestation, but to 
publicly declare the instrument to be his 
last will and testament, would be de- 
sirable. 


i ess 


Texas Gets New Probate Code 


Terminating ten years of activity on 
the part of trustmen, lawyers and othe 
interested parties, a new Probate Code 
has been enacted in Texas. The bulk of 
the code continues the existing law, with 
the new provisions designed primarily to 
facilitate estate administration. The new 
statute will be analyzed in an early issue 
of Trusts AND Estates by Charles W, 
Hamilton, senior vice president and 
trust officer of National Bank of Com- 
merce, and Robert P. Bushman, Jr., of 
the law firm of Vinson, Elkins, Weems 
& Searls, both of Houston. 
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